g@ﬂmﬁl anso Ay

s PUBALI BANK LIMITED

ANNUAL
REPORT



>
S
\nn.v ,

e J'..JD..

\\:::\2222222::::::::::::::_ _w-lﬁ_m..




Contents N

Letter of Transmittal

Vision

Mission

Our Vaiues, Strengths & Competencies
Award and Recognition

Corporate Profile

Forward Looking Statement

Strategic Priority

BAPLC Certificate

Notice of the 35th Annual General Meeting

DIRECTORS" PROFILE

17
18
19

& & B &8 8

Board of Directors
Committees of the Board of Directors
Directors' Profila

Corporate Organogram
Management Team

Directors' Respons/biiity Statements
Message from the Chairman
Managing Director & CEQ's Message
Directors' Report

CORPORATE GOVERNANCE

Report of the Corporate Governance
Corporate Governance Compliance Certificate
Credit Rating

Repart of the Audit Committee

Report of the Executive Committee



Contents N

8

Report of the Risk Management Committee
101 Report of the Shariah Supervisory Committee
104 Baﬁdadesh Bank Guidelines for

Corporate Governance : our compliance Status
llb Compliance With BSEC Guidelines for Corporate Governance
RISK MANAGEMENT AND INTERNAL CONTROL
115 Report on Risk Management
131  Market Disclosure under BASEL Il
SUSTAINABILITY AND GREEN BANKING
153 Sustainability Report and Green Banking
CORPORATE SOCIAL RESPONSIBILITY (CSR)

157 Report on Corporate Soctal Responsiblilty (CSR)
163  Integrated Reporting

MANAGEMENT REVIEW & EVALUATION

169  Contribution to National Economy

171 Report on Going Concern

174 Report on Human Capital

177 Pubali Bank Ltd - An Employee Friendly Bank
178 Management Review & Evaluation

185  Glimpses of Some Projects

191 Performing Card Business

194 Islamic Banking

195  ICT Security Status

196  International Business Operation

199  Asset Liability Management

203 Our Products and Services

265 Pubali Bank Share Trading Status 2017



Contents N

FINANCIAL STATEMENTS

207 Comparative Financial Highlights

208  Graphical Presentation

210 Key Financial Information

212 Horizontal and Vertical Analysis

214 Profitability, Dividend, Performance and Liquidity Ratios
215  Value Added Statement

216  Economic Value Added Statement (EVA)

217  CEO & CFO's Dedaration to the Board

218 Auditors' Report

220 Consolidated Balance Sheet

222  Consolidated Profit and Loss account

223  Consolidated Cash Flow Statement

224  Consolidated Statement of Changes in Equity
225 Balance Sheet 7

227  Profit and Loss account

228 Cash Flow Statement

229 Statement of Changes In Equity

230  Liguidity Statement

231  Notes to the Financial Statements

300 Financial Statements - Islamic Banking Windows
315 Financial Statements - OBU

323  Independent Auditors' Report of PBL

324 Financial Statements - PBSL

345  Eventful Year 2017

352  World-wide List of Exchange Companies
354 Branch Network

362  Proxy Form



Letter Of Transmittal

All respected shareholders of Pubali Bank Limited
Bangladesh Bank

Bangladesh Securities and Exchange Commission {(BSEC)
Registrar of Joint Stock Companies & Firms (RISC&F)
Dhaka Stock Exchange Limited (DSE)

Chittagong Stock Exchange Limited (CSE)

Dear Sir (s),
Annual Report of Pubali Bank Limited for the year ended December 31, 2017.

It is my pleasure to transmit the Annual Report 2017 of Pubali Bank Limited along with the
consolidated Balance Sheet of its subsidiary company Pubali Bank Securities Limited for all
concerned.

The Annual Report 2017 covers the period from 1 January 2017 to 31 December 2017 and
includes message from the Chairman of the Board of Directors, Report of the Managing Director
& CEO, Directors' Report and audited Financial Statement with relevant notes along with the
consolidated statements of subsidlary company. Non-Financial information deemed necessary is
also included. Our Annual Report aims to present a balanced and concise analysis of our
strategy, performance, governance and prospects.

Management of the Bank and the business units and related divisions approved the relevant
contents in the Annual Report. The Annual Report 2017 is testimonial to strength, soundness
and capability of moving forward through consistent progress in all parameters of the Bank in
the year 2017, At last, | would like to convey my thanks and gratitude to all concerned.

Sincerely yours,

2 N o

Zahid Ahsan
General Manager &
Company Secretary

Puball Bank Limited | Ansual Repost 2017







To be the most respected and preferred brand among all financial
services providers in Bangladesh.

Providing a superior value proposition to the customers by fulfilling
their financial needs in the fastest and most appropriate way.

To provide world class finance, capital and risk management
products bundled with diversity and differentiation, delivered
economically through the dient’s choice of distribution channel
recognizing the unique lifetime financial needs of clients.

To build an empowering organization with the structure, career
development, training and rewards to ensure the vision is achieved.

Using flexible technology, scale and risk management to ensure
our services are of superior value.

Pubali Bank Limited | Annual Report 2017
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Our Values

OUR VALUES

Customer Centric Financial Services by
maintaining corporate & business ethics and
transparency at all level.

CORE VALUES
 Service Excellence
« Customer Focus

» Trust

« Commitment

« Integrity

e Business Ethics

= Mutual Respect

« Teamwork

* Result Driven

= Responsible Citizenship
« Building the Future

CORE STRENGTHS

« Proficient Board of Directors

* Unique Corporate Culture

« Largest Online Branch Banking Network

« Dedicated line of Human Resources

« Participative Management

» Forward Looking Strategies and
Management Policies

= Public Confidence & Acceptability

« Strong and Rational Capital Base

« Well Diversified line of Business

» Competitive Pricing with no Hidden Cost

« Strong Compliance and Risk Management
Culture

* Modern Technology with in-house Banking

CORE COMPETENCIES

« Experience and Expertise

« Innovation

» Adaptation ability to Changes
« Transparency

« Reliability

« Responsiveness

Puball Bank Umited | Annual Repart 2017




Awards and Recognitions
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Awards and Recognitions
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Registered Name

Legal Status

Date of Incorporation

Date of Commencement of Business

Chairman
Vice Chairman

Managing Director & CEO
Company Secretary
Chief Financial Officer

Date of Listing with DSE
Date of Listing with CSE
Authorized Capital

Paid up Capital

Total Manpower

Number of Branches

Number of AD Branches
Number of SME/Krishl Branches
Number of ATM Booths

Auditors

Corporate Governance
pliance Auditor

Tax Consultant

Rating Agency

Registered office
Post Box

Fax

Telephone

-mail

Website

SWIFT

Tax Payer Identification No.
VAT Registration No.

Name of the Bank’s Subsidiary
Investor's Enquiry

Post Box No.
Telephone
~mall

Corporate Profile

CORPORATE PROFILE

Pubali Bank Limited
Public Limited Company
30 June 1983

11 August 1983

Mr. Habibur Rahman

Mr. Fahim Ahmed Faruk Chowdhury
Mr. Azizur Rahman

Mr. Md. Abdul Halim Chowdhury
Mr. Zahid Ahsan

Mr. Mohammad Liton Miah FCA

25 September 1984
31 December 1995
BDT 2000,00,00,000
BDT 950,80,37,160

7,652
465
29

05
116

M/s. S. F. Ahmed & Co., Chartered Accountants
House No. 25, Road No. 13A
Block D, Banani, Dhaka 1213

Hoda Vasi Chowdhury & Co., Chartered Accountants
BTMC Bhaban (8th Level)

7-9, Kazl Nazrul Islam Avenue

Kawran bazar Commercial Area, Dhaka 1217

Itrat Husaln & Associates
Chartered Secretaries In Practice

M/s. S. F. Ahmed & Co., Chartered Accountants
House No. 25, Road No. 13A
Block D, Banani, Dhaka 1213

National Credit Ratings Ltd.
3 Bijoy Nagar (2nd and 3rd Floor), Dhaka

26 Dilkusha C/A, Dhaka 1000, Bangladesh
853

+880-2-9564009

+880-2-9551614
mailbox@pubalibankbd.com
www.pubalibangla.com

PUBABDDH

147541 533 430

BIN 000000196

Pubali Bank Securities Limited

Share Department

Head Office, Pubali Bank Limited
Level 3, 26 Dilkusha C/A, Dhaka 1000
853

+880-2-9564012, +880-2-9551614 Ext 227, 230, 369
boardpbl@pubalibankbd.com
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Forward Looking Statement

FORWARD LOOKING STATEMENT

This announcement constitutes forward looking
statements about the bank, including financial
projections and estimates and their underlying
assumptions, statements regarding plans,
objectives and expectations or forecasts.

These statements include statements regarding
our intent, belief or current expectations
regarding our customer base, estimates
regarding future growth in our different business
lines and our overall business, market share,
financial results and other aspects of our activity
and situation relating to the bank. The forward-
looking statements In this document can be
identified, in some instances, by the use of
words such as expects, anticipates, intends,
believes and similar language or the negative
thereof or by the forward-looking nature of
discussions of strategy, plans or intentions.

Such forward-looking statements, by their
nature, are not guarantees of future
performance and involve risks and uncertainties
and actual results may differ materially from
those in the forward-looking statements as a
result of various factors.

1 2 Puball Bank Limited | Annual Report 2017

Neither this presentation nor any of the
information contained herein constitutes an
offer of purchase, sale or exchange, nor a
request for an offer of purchase, sale or
exchange of securities, or any advice or
recommendation with respect to Pubali Bank
Ltd. Moreover, be informed that this document
may contain summarized information or
information that has not been audited. In this
sense, this information is subject to, and must
be read in conjunction with, all other publicly
available information, including if it is necessary,
any disclosure documents published by the
bank.

Finally, we caution that the foregoing list of
important factors that may affect future result is
not exhaustive. When relying on our future
oriented statement, to make any decision with
respect to the bank, investors and other should
carefully consider the foregoing factors and
other uncertainties and potential events. We do
not undertake to update any future oriented
statement, whether written or oral that may be
made from time to time by us on our behalf.



Strategic Priority

STRATEGIC PRIORITY

Providing appropriate long term returns to our shareholders and to become the number one /

bank of all private commercial banks.

Serve institutions, corporate, businesses and individuals through Customer Relationship
Management (CRM).

Develop innovative and new products recognizing the unique lifetime financial
needs of customers

Delivery of services through all delivery channels like internet banking, IVR and
telephone banking, ATM and POS, mobile banking etc.

Enhancing Corporate Governance for effective interaction between various
participants i.e. Shareholders, board of directors, bank's management and
taking effective decision to ensure corporate success and economic growth.

Streamlining risk and compliance for shareholder confidence, better operating
performance and optimal risk-reward outcomes.

Continuous enrichment of its human assets so that they deliver value to the
business.

/ Strengthening brand image for creating higher customer satisfaction and \
loyalty.

Adapting latest technologies and responding quickly in fast changing market scenario
for providing uninterrupted services and business continuity, minimizing risks and
moving towards MIS and DSS.

/ Enhancing financial inclusion efforts for sustained high economic growth and development \

/ o \

Pubali Bank Limited | Annual Report 2017 1 3




BPCL Certificate

BAPLC CERTIFICATE

BANGLADESH ASSOCIATION OF PUBLICLY LISTED COMPANIES

Ref No: (20187011 BAPLC Date of (ssue Febegary 18 2008 g8

Renewed Certificate

This is to certify that
PUBALI BANK LIMITED

is Ordinary Member of Bangladesh Association of Publicly Listed Companies
and is entitled to all the rights and privileges appertaining thereto,

This certificate remains current until 31" December 2018.

14 Puball Bank Umited | Annual Report 2017




Notice of the 35th Annual General Meeting

E@‘} PUBALI BANK LIMITED

Registered Office
26, Dilkusha Commercial Area, Dhaka-1000, Bangladesh

NOTICE OF THE 35TH (THIRTY FIFTH) ANNUAL GENERAL MEETING

Notice is hereby given to all concern that the 35th (Thirty Fifth) Annual General Meeting (AGM) of Pubali
Bank Limited will be held on 10th May, 2018 at 10.30 AM at Pubali Bank Auditorium, Head Office, 26
Dilkusha C/A, Dhaka to transact and to adopt the following businesses:

AGENDA

1. To receive, consider and adopt the Audited Financial Statements for the year ended 315t December 2017 and
Reports of the Directors and Auditors thereon,

To declare Dividend for the year ended 31st December 2017 as recommended by the Board of Directors.

To re-appoint Auditors of the Bank for the year 2018 and to fix their remuneration,

To confirm appointment of Independent Director.

5. To elect Directors.

All the honourable Shareholders of the Bank are requested to kindly make it convenient to attend the meeting in time.

ol A o

By order of the Board of Directors
Sd/-
Zahid Ahsan
General Manager &
Dated: 18 April 2018 Company Secretary
Notes:
a) The "Record Date" of the 35th Annual General Meeting (AGM) will be on Thursday, 19 April 2018,

b) The Shareholders whose name would appear in the CDS/Register of Members of the Company on the Record
Date shall be entitled to the dividend and attend the AGM.

c} A member eligible to attend at the Annual General Meeting may appoint a proxy to attend on his/her behalf.
Power of Attorney/Proxy forms must be submitted to the Share Department (26, Dilkusha C/A, 3rd floor), Head
Office, Dhaka of the Bank at least 48 (forty eight) hours before the General Meeting i.e. 10.30 AM on 8 May,
2018, Revenue Stamp of Tk.20/- (Taka Twenty) only shall have to be affixed on the Proxy Form.

d) Shareholders and proxies are requested to record thelr entry well in time.

e) The last date of submission of nomination paper at the Registered Office for election of Directors is 26.04.2018,
upto 5.00 PM. Scrutiny of nomination papers will be completed on 30.04.2018 and will be hung the eligible
candidates fist at notice board by 5.00 PM. Last date of withdrawal of nomination paper on 03.05.2018 upto
5.00 PM and list of names of final candidates to be hung In the notice board on 03.05.2018 after 5.00 PM.

f) The honourable Shareholders may collect Proxy Form and Nomination Paper from the Share Department of the
Bank and may also download from Bank's website (www.pubalibangla.com). Attendance Slip may be collected
from the Bank's Head Office or from the meeting venue.

g) Annual Report and Balance sheet alongwith Directors’ Report and Audited Financial Statements of the Bank for
the year ended 31st December 2017 will be avallable at the Bank's website (www.pubalibangla.com) from 24
April, 2018 to till next AGM.

h) Entry is reserved only for the honourable Shareholders and Proxies/Attorneys. Attendance slip (duly signed)
must be submitted to the Registration Counter at the time of entrance. Registration Counters shall be opened at
7.00 AM and will remain open up to 10.30 AM.

Payment of Dividend:
®  Stock Dividend will be credited through CDBL and sale proceeds of fraction share will be credited to the
respective Bank account of the shareholder through BEFTN.

N.B.: No gift or benefit in cash or kind shall be paid/offered to the Shareholders in the 35th AGM as per BSEC Circular '
No. SEC/CMRRCD/2009-193/154 dated 24.10.2013 and Regulation 24(2) of the Listing Regulations, 2015 of both
the Stock Exchanges (DSE & CSE).

Puball Bank Limited | Annual Report 2017 1 5







Board of Directors

BOARD OF
DIRECTORS

(o Ella =il Habibur Rahman

(= ReEle =Bl Fahim Ahmed Faruk Chowdhury
Azizur Rshman

Cns ' dll Moniruddin Ahmed
Syed Moazzem Hussain
Monzurur Rahman
Ahmed Shafi Choudhury
Rumana Sharif
M. Kabiruzzaman Yaqub FCMA (UK), CGMA
Musa Ahmed
Md. Abdur Razzak Mondal
Rana Laila Hafiz

Independent Director A ELLECLEYENS
M. Azizul Hug

EREG R Cac R SeSo Ml Md. Abdul Halim Chowdhury

Company Secretary RZGIGEUTEL

(o T AR R w3l Mohammad Liton Miah Fca
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Commiittees of the Board of Directors

COMMITTEES OF THEL: L UURU R LIRS

Exscutive Commilise
Moniruddin Ahmed Chairman

Rumana Sharif Members
Musa Ahmed
Rana Laila Hafiz
Md. Abdul Halim Chowdhury

Auwdit Commitise
M. Azizul Hug Chairman

Ahmed Shafi Choudhury Members
Monzurur Rahman
M. Kabiruzzaman Yaqub FCMA (UK), CGMA
Dr. Shahdeen Malik

Risk Managsmeni Commitise
M. Kabiruzzaman Yaqub FCMA (UK), CGMA Chairman

Fahim Ahmed Faruk Chowdhury Members
Azizur Rahman
Md. Abdur Razzak Mondal
M. Azizul Huq

Sharl'ah Supervisory Committes
M. Azizul Hug Chairman

Professor M. Muzahidul Islam Member

Professor M. Mansurur Rahman Fagih Member
Moulana Abdullah ibn Sayeed Jalalabadi Fagih Member
Mufti Kazi Muhammad Ibrahim Fagih Member

Habibur Rahman Ex-Officio Member

Moniruddin Ahmed Ex-Officio Member

Ahmed Shafi Choudhury Ex-Officio Member

M. Kabiruzzaman Yaqub FCMA (UK}, CGMA Ex-Officio Member

Md. Abdur Razzak Mondal Ex-Officio Member

Md. Abdul Halim Chowdhury Ex-Officio Member

Md. Shaiful Isiam Ex-Officio Member

A.N.M. Nurunnobi Member Secretary

18 Puball Bank Limited | Amnual Report 2017



Directors' Profile

Habibur Rahman
Chairman
Pubali Bank Limited

Father's Name

Late Md, Mostafa Mia

Mother's Name

Late Azirunnessa

Spouse Name

Dilara Begum

Present Address

8 U.N. Road, (1st floor) B-2, Baridhara, Dhaka
Permanent Address

8 U.N. Road, (1st fioor) B-2, Baridhara, Dhaka
Educational Qualification

1A

Experiance & Involvemeant

Mr. Habibur Rahman is a reputed business leader with long 60 years’
experience in Banking and other businesses. Mr. Rahman has been
Chairman of the Board of Directors of the Bank since April 28, 2016,
His exceptional entrepreneurial skills and business leadership has
added to the overall strength of the Board of Directors of Pubali Bank
Limited. He is @ member of the Shariah Supervisory Committee of
Puball Bank Umited. He Is also one of the most experienced Directors
of Its subsidiary company named Puball Bank Securtties Ltd. Delta
Medical College and Hospltal and Global Pharmaceuticals Company
Umited are also run under his directorship. Mr. Rahman Is a well-travelled
business personality. He has extensive travelling experiences across
the globe on business purpose,

Pubell Bank Limited | Annual Report 2017
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Directors' Profile

Fahim Ahmed Faruk Chowdhury
Vice-Chairman
Pubali Bank Limited

Father's Name

Late Faruk Ahmed Chowdhury

Mother's Name

Shamsun Nahar Begum Chowdhury

Spouse Name

Ayesha Farah Chowdhury

Present Address

Faruk Chamber (2nd floor), 1403 Sk. Mujib Road, Chittagong
Permanent Address

House No. 6, Road No. 3, Khulshi R/A, Chittagong
Educational Qualification

M.S¢ in Business Economics, UK

Experience & Involvement

Long 27 years' experience in Banking & other businesses. He has
been serving as a member of Board of Directors of Pubali Bank
Limited for long. At present, he is the Vice-Chairman of the Board of
Directors of the bank. He is a member of Risk Management
Committee of the Board of Directors of the bank.

Mr. Chowdhury is a successful businessman. In addition to being the
Vice Chalrman of Puball Bank Limited, he Is the Managing Director of
Ranks FC Properties Ltd,, CEM Group and FC Holdings Ltd. He Is also
a Director of Globex Pharmaceuticals Ltd, Surjlscope Hospital Pvt,
Limited and Euro Petro Product Lid. He was a former Director of
Chittagong Chamber of Commerce & Industry. He is also involved in
many social activities.
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Directors' Profile

Azizur Rahman
Vice-Chairman
Pubali Bank Limited

Father's Name

Late Sk. Wahidur Rahman

Mother's Name

Halima Rahman

Present Address

105-109 Tongi Industrial Area, Gazipur
Permanent Address

Beani Bazar Bhaban (1st floor), SEB-6, Road No. 135, Guishan, Dhaka
Educational Qualification
Studied: Political scence

SUNY at Stony Braok, NY, USA

Law at University of Wolverhampton, UK

Experience & Involvement

Mr. Azizur Rahman is a renowned business leader with long 20 years’
experience in his career: He has been serving as a Director of Pubali
Bank Limited since November, 2012 and currently serving as a
Vice-Chairman of the Bank. He is also a member of the Risk
Management Committee of the Board of Directors of the bank. He is
one of the Director of its subsidiary named Pubali Bank Securities Lid,

Mr. Rahman Is a very prominent business entrepreneur In the country.
He Is the Managing Director of Netional Ceramic Industries Ltd. and
Director of Dressmen Fashlonwear Ltd. He Is an Industriallst and deals
In export orfented garment business. He Is engaged In many
humanitarian and philanthropic organizations. Out of his social
obligation he assoclates himself in varous kinds of humanitarian
activities. He is very amiable and a man of simplidty in his personal life.

Pubgll Bank Limited | Annual Report 2017
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Directors' Profile

Moniruddin Ahmed
Director
Pubali Bank Lirnibted

Father's Name

Late Kurban Ali

Mother's Name

Late Haricha Khatun

Spouse Name

Jahanara Khanam Ahmed

Present Address

35 Sagordighirpar, Subid bazar, Sylhet
Permanent Address

18 Green Street, STEVENAGE HERTS SG1 3 DS, England
Educational Qualification
Matriculation

Experiance & Involvement

Long 60 years’ experience in business. He is one of the experienced
Directors of Pubali Bank Limited. Currently, he is the Chairman of the
Executive Committee of the Board of Directors and also a member of
Shari'ah Supervisory Committee of the bank. He is also the Chairman
of its subsidiary company named Pubali Bank Securities Ltd.

Mr. Moniruddin Ahmed has been working relentlessly to upgrade the
education status of the country. He runs a renowned residential
school. He is the founder Chairman of Monir Ahmed Academy, Sylhet.
Mareover, he Is involved in many Sodal and Philanthropic activities.
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Syed Moazzem Hussain
Director
Pubali Bank Limited

Father's Name

Late Syed Warez All

Mother's Name

Late Wajamun Nessa

Spouse Name

Hallma Hussaln

Present Address

Prince Corporation Ltd,, 114 Kazl Nazrul Islam Avenue
Bangla Motor, Dhaka

Permanent Address

House No. 35, Road No. 06, Dhanmondl R/A, Dhaka
Educational Qualification

Graduate (Punjab University, Lahore)

Experience & Involvernent

Directors' Profile

Long 45 years' experience in banking business & other activities. He
has been serving as a Director of Pubali Bank Limited for long. He is
former Chairman of the Board of Directors of Delta Life Insurance
Company Limited. He is a renowned business man. He is the
Chalrman of Prince Corporation Ltd. and Moazzem Knit & Dyelng
Industry Ltd, He Is Involved with numerous philanthroplc and sodal
activities. He has donated a blg sum for the extension & renovation
of a Red Crescent Hospital of Barisal, which is run by Red Crescent

Society of Bangladesh and many other institutions.

Pubali Bank Limited | Annusl Report 2017 2 3




Directors' Profile

Monzurur Rahman
Director
Pubali Bank Limited

Father's Name

Late Khan Bahadur Mukhlesur Rahman
Mother's Name

Late Syeda Kadira Khatoon

Spouse Name

Suralya Rahman

Present Address

NE(E) 3A, Road 74, Guishan 2, Dhaka 1212
Permanent Address

5 Circult House Road, Kakrall, Dhaka 1217
Educational Quallfication

Bachelor of Arts, Calcutta University

Experience & Involverment

He has long 51 years’ experience in banking, insurance and tea
business. He was the youngest Director of erstwhile Eastern
Mercantile Bank Limibed, which eventually was converted into Puball
Bank Limited. Currently, he is a member of Board of Directors and is a
member of the Audit Committee of the Board of Directors of the
Bank. Mr. Monzurur Rahman Is also an Independent Director of
LafargeMolcim Bangladesh Limited.

Mr. Rahman belongs to a family whose members are involved in
Banks, Insurances and Financial Institutions. He is the Chairman of
Delta Life Insurance Company Limited and Rema Tea Company Lid,
He is also an elected member of the Executive Committee of
Bangladesh Association of Publicly Listed Companies (BAPLC). He is
involved with many philanthropic and social activities.
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Directors' Profile

Ahmed Shafi Choudhury
Director
Pubali Bank Limited

Father's Name

Late Khan Bahadur Dewan Abdur Rahim Chowdhury
Mother's Name

Late Zubeda Khatoon Chowdhury

Present Address

House No. 138 (6th Floor), Lane 4, New DOHS, Mohakhali
Dhaka 1206

Permanent Address

66 Park Road, 1st floor, Baridhara, Gulshan, Dhaka
Educational Qualification

BA (Dhaka University)

Experlence & Involvement

Long 50 years’ experience in tea plantation, production business and
in commerdial banking. He is a Director on the Board of Directors of
Puball Bank Limited. He is 2 member of the Audit Committee of the
Board of Directors and member of Shariah Supervisory Committee of
the Bank. He is holding Director Position of its subsidiary named
Pubali Bank Securities Ltd. He is an Independent Director of
Bangladesh Lamps Ltd, and Eskayef Pharmaceuticals Limited. He
was also Director of United Insurance Co. Ltd. and Reliance
Insurance Co. Ltd, for quite a long time.

Puball Bank Umited | Annual Report 2017




Directors’ Profile

Rumana Sharif
Director
Pubali Bank Limited

Father's Name

E.A. Chaudhury

Mother's Name

Kaniz Momena Choudhury

Spouse Name

Q.M. Shariful Ala

Present Address

House No. 37, Road No. 07, Block G, Banani, Dhaka
Permanent Address

House No. 37, Road No. 07, Block G, Bananl, Dhaka
Educational Qualification

M.Sc {Biochemistry), Dhaka University

BExperience & Involvement

Ms. Rumana Sharif has long 26 years’ experience in her career, Her
entrepreneurial skills and experience in business leadership has
added to the overall strength of the Board of Director of the Bank.
She has been serving as a Director of Pubali Bank Limited for long.
She is currently 2 member of the Executive Committee of the Board
of Directors of the Bank.

She Is also involved in many other businesses, She takes keen
interest in different benevolent and philanthropic activities.
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Directors' Profile

M. Kabiruzzaman Yaqub FCMA (UK), CGMA
Director
Pubali Bank Limited

Father's Name

Mohammed Yaqub

Mother's Name

Rajia Yaqub

Spouse Name

Afifa S.T. Yaqub

Present Address

Flat D2, House 20, Road 66, Guishan 2, Dhaka 1212
Permanent Address

House 6, Road 30, Sector 7, Uttara, Dhaka
Educational Qualification

B. Eng (Civil), UK, FCMA (UK), CGMA

Experience & Involvement

He completed his graduation in Civil Engineering from United
Kingdom. He is a respected fellow of the Institute of Chartered
Management Accountants in United Kingdom. He has 29 years'
multifarious experience on different parameters. It ranges from
banking business to many other sectors i.e. textile and spinning
business, real estate business etc. He is the Chairman of Imagine
Properties Ltd, and also a Director of Pubali Bank Securities Limited.

He has been serving in Pubali Bank Limited since long as a Director.
At present, he is the Chairman of Risk Management Committee and
member of the Audit Committee of the Board of Directors of the
bank. He Is a member of Shari'ah Supervisory Committee of the
Bank. He serves on the Middle East, South Asia, North Africa
(MESANA) Regional Board of Association of International Certified
Professional Accountants,

Mr. Yaqub also served in multinational companies in UK. He is an
active member and past President of Guishan Rotary Club,
Bangladesh. He takes part in various philanthropic and social
activities.
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Musa Ahmed
Director
Pubali Bank Limited

Father's Name

Late Giashuddin Ahamed
Mother's Name

Monjura Ahmed

Spouse Name

Taposhi Rabeya

Present Address

Room Ne. 802, 8th Floor, 28 Dilkusha C/A, Dhaka
Permanent Address

174 B.B. Road, Narayangonj
Educational Qualification
B.Sc (USA), MBA (USA)

Experience & Involvement

Lohg 19 years’ experlence In his career. Mr. Musa Ahmed jolned the
Board of Puball Bank Limited as a Director In 2010 and currently a
member of Executive Committee as well.

Mr. Ahmed has been successfully running business conglomerates
with diverse interests holding the pasition of directors in Popular Jute
Exchange Ltd., Popular Jute Mills Ltd., Comilla Food and Allied Ind.
Ltd,, Popular Food and Allied Ind. Co. Ltd. and Tejgaon Engineering
and Construction Co. Ltd, He is an active soclal worker and takes
keen Interest In different benevolent and phllanthropic activities.
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Md. Abdur Razzak Mondal
Director
Pubali Bank Limited

Father's Name

Late Rashid Ahmed Mondal
Mother's Name

Late Rahatunnessa

Spouse Name

Roushan Ara Begum

Present Address

House No. 05, Road No. 33, Sector No. 7, Uttara, Dhaka
Permanent Address
Mulatole, Kotwali, Rangpur
Educational Qualification
MBA (IBA, DU)

Experience & Involvement

Long 43 years’ experience In his career. He Is a very experienced &
qualified person. He is a Director in the Board of Directors of Pubali
Bank Limited. At present, he is @ member of Risk Management
Commitiee of the Board of Directors and also a member of Shariah
Supervisory Committee of the Bank.
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Directors' Profile

Rana Lalla Haflz
Director
Pubali Bank Limited

Father's Name

Hafiz Ahmed Mazumder
Mother's Name

Hafsa Mazumdar

Spouse Name

Riad Rouf

Present Address

House No. 13/A, Fiat No. (58), Road No. 54, Guishan-2, Dhaks-1212
Permanent Address

153 Guishan Avenue, Dhaka
Educational Qualification
MA (English)

Experience & Involvement

Rana Lalla Hafiz Is a3 women entrepreneur heading three export
oriented garments manufacturing units (Trouser Line Ltd, SP
Garments Lid. and SP Washing Ltd) as Managing Director. She
joined the Board of Pubali Bank Ltd. as a Director on April 28, 2016.
She also holds directorship position in its subsidiary company named
Pubali Bank Securities Limited. Qurrently she is a member of the
Executive Committee of the Board of Directors of the Bank. She
obtained her post graduation (MA) in English from Dhaka University.
Out of her personal obligation to the society and fellow beings, she
engages herself in many social welfare activities.
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Dr. Shahdeen Malik
Independent Director
Pubali Bank Limited

Father's Name

Late Abdul Malik Chowdhury

Mother's Name

Late Syeda Bulbul Chowdhury

Spouse Name

Rezia Sultana Malik

Present Address

House 27, Road 13A, Dhanmondi, Dhaka 1209
Permanent Address

House 27, Road 13A, Dhanmondi, Dhaka 1209
Educational Qualification

Directors’ Profile

PhD In Law, London, UK, Obtained LLM degrees from Universities at

Moscow & Philadelphia

Experience & Involvement

Long 30 years' experience In his career. He Is an Independent
Director in the Board of Directors of Pubali Bank Limited and Puball

Bank Securities Limited. He is also a member of the Audit Committee
of the Board of Directors of the Bank. He is a prominent lawyer by
profession. He has been practicing In Supreme Court of Bangladesh
for long. He is a constitution expert. He is also a renowned
contributor to the national dailies and had taught Law at Dhaka
University and BRAC University and is currently an adjunct professor

of law at the University of Asla Paclfic, Dhaka.
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Directors' Profile

M. Azizul Huq

Independent Director
Pubali Bank Limited

Father's Name

Late Md. Nurul Islam

Mother's Name

Late Azizennesa Khatun

Spouse Name

Jahan Ara Hug

Present Address

Baitul Fazal, House No. 17, Road No. 2, Sector 10, Uttara, Dhaka
Permanent Address

Vill: Dhala, P.O. Sekander Nagar, P.S. Tarail, Dist. Kishoregan)
Educational Qualification

MA (Eco), Dhaka University

Experience & Involvement

Long 51 years’ experience in banking career. He started his banking
career in 1958 as a Probationary Officer with Habib Bank Ltd at Karachi,
the then capital of Pakistan. Since then he has worked for — (i) Habib
Bank Ltd (ii) National Bank of Pakistan (i) Sonall Bank (iv) Islami Bank
BD Lid (v) Sodal Investment Bank Ltd ( now Sodal Islami Bank Lid)
and (V) Islamic Finance and Investment Ltd. Mr Huq had the rare
opportunity of working successively as Founder CEO of Islami Bank BD
Lid, Social Investment Bank Ltd and Islamic Finance and Investment
Ltd. During 1985 to 1994 he taught Islamic Banking and Finance at the
University of Dhaka. He received training in Islamic Banking and
Finance under direct supervision of Dr. Ahmed EL-Najjar at the Al-Azhar
University, Cairo, Egypt. In 2005 when the Central Shariah Board of
Islamic Banks of Bangladesh introduced the prestigious Annual Islamic
Banking Award, Mr. Huq was the first person to receive the award.
Currently he has been working as Chairman of Shariah Coundl of a
member of Islamic Banks. He was Independent Director and
Vice-Chairman of Islami Bank BD Lid till 05.01.2017.

He is an Independent Director in the Board of Directors of Pubali Bank
Limited. He is the Chairman of the Audit Committee and member of the
Risk Management Committee of the Board of Directors of the Bank. He
is also Chairman of Shari'ah Supervisory Committee of the Bank.
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Directors' Profile

Md. Abdul Halim Chowdhury
Managing Director 8. CEQ
Pubali Bank Limited

Father's Name

Late Abdul Muquith Chowdhury
Mother's Name

Wahida Khanom Chowdhury

Spouse Name

Rahima Aqter Chowdhury

Present Address

Pubali Bank Limited, Head Office, Dhaka
Permanent Address

Jhama 80, Jhamar Par, Kumarpara, Sylhet
Educational Qualification

B.Sc {(Hon's), M.Sc

Experience & Involvement

Long 33 years’ experience In his career. A visionary leader In banking
sector, Md. Abdul Halim Chowdhury started his career in Pubali Bank
Limited as a Principal Officer in 1988. As Managing Director and CEO
of the Bank, he has been successfully leading the bank to its right
direction. He is Ex-Officio member of Executive Committee of the
Board of Directors of the bank and member of Shari'ah Supervisory
Committee of the bank. He also holds Ex-officio Directorship of its
subsidiary Pubali Bank Securities Limited.

He attended a number of prestigious programs including
International Bankers seminar In Langkawl, Malaysla In 2006, INSEAD
arranged workshop on value creation In Banking and Strateglc
Management held In France from October 29 to November 1, 2015
and also took part In Global Banking: Paradigm Shift In Mumbal. He
attended a training program titled “Citi's Cyber Security and share
best practices” on 29-30 September, 2016. He attended "The Global
Trends, Local Impacts: UK, Brexit and the Workd Program” organized
by the Standard Chartered Bank in London, UK from May 16 to May
18, 2017. He also partidpated in various trainings, seminars and
courses both at home and abroad on banking, management and
leadership conducted by different International Banks, Forums and
Training Institutes. He has extensive travelling experience across the
globe. He visited Kingdom of Saudi Arabia, United Kingdom, USA,
India, Malaysia, Indonesia, Greeoe, Bahrain, Singapore, Denmark,
Canada and France, He Is a corporate member of Dhaka Club, one of

the most prestigious cubs in our country.
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Management Team

MANAGEMENT

Managing Director & CEO [RULRENL VIR ETT Re Tt [ TH "

Additional Managing Director EELTENETEGET e T TTTeY

Mohammad Ali

Deputy Managing Directors JREUGI=IgREIUILEGED]

Mukhtar Ahmed
General Managers SR var -l

Dewan Ruhul Ahsan
Md. Sirajul Islam Miah
Syed Abdul Mazid
Habibur Rahman
Mohammod Shahnawaz Chowdhury
Dewan Jamil Masud
Abu Habib Khairul Kabir
Ershadul Hagque
B. M. Shahidul Haque
Mohammad Humayun Kabir
Abduhu Ruhul Masih
A. S. Sirajul Haque Chowdhury
Mosammat Shahida Begum
Sayed Salful Islam
Rubina Begum
Pradip Kumar Datta
Nitish Kumar Roy
Zahid Ahsan
Ahmed Enayet Manzur
Mohammad Shahadat Hossain
Mohammad Esha

Managing Director & CEO [RVELING W el
Pubali Bank Securities Limited

General Manager ERYVEESEWEL
Chief of Board's Audit Cell

L 4l+:=1l Niranjan Chandra Gope
Pubali Bank Training Institute
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Management Team

MANAGEMENT TEAM

Md. Belayet Hossain
Muhammod Ali Khan

Jagot Chandra Saha

Shyam Sundar Banik

Md. Sharmsuddin Faruque
Shaikh Abdus Sabur

Md. Ashraful Alam
Khondaker Mahbub-E-Rabbani
Md. Mostafa Kamal Miah
Md. Abdul Hye

Md. Imamur Rashid

Halima Khatoon

iftikher Haider

Dilip Kumar Paul
Mohammad Saiful Islam

A. Jalil

Ziaul Haque Chowdhury

Md. Helal Uddin

Mahbub Ahmed
Mohammed Mashiur Rahman Khan
Hari Bhushon Deb

Md. Shahnewaz Khan

Md. Mohiuddin Ahmed
Mohammad Monjurul Islam Mojumder
Md. Faizul Hoque Sharif

Md. Zahidur Rahman

Nishat Maisura Rahman
A.K.M. Muzammel Hoque
Md. Anisur Rahman

Sultana Sarifun Nahar
Mohammad Liton Miah, FCA

Shakti Ranjan Das

Sukanta Chandra Banik
Mohammad Anisuzzaman
Md. Rafiqul Islam
Md.Kamruzzaman

Naresh Chandra Basak
Faroque Ahmed

Ratan Kumar Shil

Abu Hasan Md. Kamruzzaman
Ashim Kumar Roy

Endra Mohan Sutradhar
Md. Shaheen Khan

Md. Faisal Ahmed

Nanna Sikder

Md. Noor-E-Alam Sarker
Khan Md. Javed Jafar

Md. Nazrul Islam Sarker
Mohammad Arifur Rahman
Ismat Ara Hugq

Md. Hasan Imam
Mohammed Nurul Kabir
Dam Kamal Kumar

Md. Shahin Shahria
Mohammad Abdus Shobhan Miajee
A.K.M. Abdur Ragib

Md. Malequl Islam

Ajuba Khandaker

Abu Laich Md. Shamsujjaman
Mohammad Abdur Rahim
Kazi Ashfag-Ur-Rahman
Md. Shah Alam
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MANAGEMENT TEAM

Faruq Hasan

Md. Muyeenul Haque
A.K.M. Saiful Islam
Hosne Ara Begum

Md. Mizanur Rahman
Syed Md. Yahlya

Satya Ranjan Chakraborty
Jibon Kumar Roy

Md. Shahidul Islam
Debashis Bhattacharyya
Shahnaz Begum
Mohammad Shahjahan
H.M. Omar Faruque
Md. Shamsul Haque
Md. Wahid Shams

Md. Bellal Hossain Salim
Md. Imtiazul Hug
Shahina Hossain
Prodyut Kumar Roy
Abduliah Al Amin

Md. Rafiqul Islam
Mousumi Rani Saha
Md. Zahirul Islam

Md. Bellal Hossain

Md. Abu Nasar

Md. Abdul Wahab Mollah
Md. Aminul Islam

Md. Nurul Alam Khan
S.M. Rakib Miah

Md. Asif Igbal
Mohammed All Amzad
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Md.Shariful Islam

Md. Abul Kalam Azad

S. M. Liaguat Hossain
Muhammad Tariqul Islam
Ms. Fatema Shaela Hossain
Chowdhury Ishfaqur Rahman Qurashi
Shahjahan Mahmood
Shahidullah Bhuiyan

Md. Abdul Mumith Chowdhury
Md. Saiful Islam

Mst. Masuma Khatun
Mohammad Mohasin Sarker
Kaniz Fatima

Mohammad Tofazzal Hossain
Tahmida Sharmin

Fahmida Akter

Md. Shaiful Islam

Zubair Islam

Chowdhury Md, Shafiul Hasan
Md. Abul Hasan

Kazi Shaswoti Istam

Md. Lotifur Rahman

Kaniz Farhana Yasmin
Mohammad Al Mamun

Md. Anisuzzaman

K. M. Ishtiag Hamid

Hossain Mohammed Faisal
Alamgir Zahan

Md. Sazidur Rahman
Shameema Akhter Sayma
Monirul Islam




Management Team

MANAGEMENT TEAM

Mohammad Saiful Islam
Mohammad Zahid Hossain
Mohammad Shahidul Islam
Md. Jaminul Islam

Md. Toufigur Rahman

Md. Nazrul Islam

Md. Shaheen Momtaz
Mohammad Abdul Mannan
Md. Mahbub Alam

Md. Faziul Kabir Chowdhury
Md. Moniruzzaman

Md. Shahidul Islam

Biplob Chandra Saha

Md. Ahoshan Habib

Anjan Das

Md. Khurshed Alam Khan
Mohammed Abdul Khaleque
Sankar Chandra Halder
Sardar Md. Harunur Rashid
Mohammad Arif Rabbani
Mohammad Hafizur Rahman Sarder
Mohammad Jashim Uddin
Chowdhury Abdul Waheed
Sk. Md. Shamsuddoha
Farhana Hoque

Lifonar Afrin

Kohinoor Begum
Mohammed Waidul Islam
Md. Ziaul Haque Khan
A.S.M. Rayhan Shameem
Saika Farah

5. M. S, Azgar

Md. Shahidul Alam Biswas
Md. Delwar Hossain
Mohammed Mahbub Alam
Md. Akhtaruzzaman Sarker
Abdur Rouf Siddiquee

Uttam Karmaker

Salma Shafi

Sambaru Chandra Mohanta
Uttam Kumar Saha

Zaker Hossain

A. K. M. Mashud

Md. Anisul Karim Khan

Md. Aminul islam
Mohammad Ishague

Sabina Yeasmin

Kamrul Islam

Mohammad Altab Hossain
Mst. Rehana Akther

Sania Sultana

Muhammed Moshahlduliah
Mainul Islam

Mohammad Mizanur Rahman
Mohammad Manirul Islam
Mohammad Harun-Ur- Rashid
Md. Belal Hossain
Muhammad Mahmudur Rahman
Md. Moshfiqur Rahman

Ali Bashat Chowdhury

Md. Rafiqul Islam
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Directors’ Responsibility Statement

DIRECTORS' RESPONSIBILITY STATEMENT

Dear Shareholders,
Assalamualaikum,

To ensure good governance in bank and to control over the bank affairs it is essential to have specific
demarcation of responsibilities. Apart from discharge of oversight responsibilities, Board of Directors
has to ensure that the Financial Statements of the Bank and its subsidiaries are prepared in
accordance with applicable Bangladesh Financial Reporting Standards (including Bangladesh
Accounting Standards), relevant provisions of the Companies Act 1994, Bank Company Act 1991
(amended up to 2013), rules and regulations of Bangladesh Bank and Bangladesh Securities and
Exchange Commission (BSEC), listing rules of relevant stock exchanges and other applicable laws,
rules and regulations.

Directors' Responsibility Statement is outlined below in compliance with Bangladesh Bank BRPD
Circular No. 11 dated 27 October 2013;

Work-Planning and Strategic Management

The Board determines Bank's objectives and goals and chalks out strategies and work-plans on
annual basis. It specially engages itself in the affairs of making strategies consistent with the
determined objectives and goals and in the issues relating to structural change and reformation for
enhancement of institutional efficiency and other relevant policy matters. It analyzes and monitors
the implementation of its decision on quarterly basis.

The Board gives its analytical review as incorporated in the Annual Report regarding the success or
failure in achieving the business and other targets as set out in its annual workplan and apprises the
shareholders of its opinions and recommendations on future plans and strategies. It sets the Key
Performance Indicators (KPIs) for the CEO & Officers belonging to two tiers below the CEO and
evaluates them from time to time.

Credit and Risk Management

The policies, strategies, procedures etc. in respect of appraisal of loan/investment proposal, sanction,
disbursement, recovery, rescheduling and write-off of loans are made with the Board's approval
under the purview of the existing laws, rules and regulations. The Board specifically delegates the
power of sanction of loan/investment and such delegations are suitably made amongst the CEO and
his subordinate executives as far as desirable for efficient business operations. No Director interferes,
directly or indirectly, in the process of loan approval.

The Board frames policies for Risk Management and ensures their implementation. It monitors
compliance at quarterly intervals through reviews of the reports of the Risk Management Team. The

Board monitors the compliance of the guidelines of Bangladesh Bank regarding Key Risk
Management.

Internal Control Management

The Board remains vigilant on the internal control system of the Bank in order to attain and maintain
satisfactory qualitative standard of its loan/investment portfolio. The Board establishes internal
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Directors' Responsibility Statement

control system in such a way that the internal audit process can be conducted independently by the
concerned department. It reviews the reports submitted by its Committees especially regarding
compliance with recommendations made in Internal and External Audit Reports and the Bangladesh
Bank Inspection Reports as well as reports on management of risks.

Human Resources Management and Development

Policies relating to recruitment, promotion, transfer, disciplinary action and punitive measures,
human resource development etc. and service rules are framed with the approval of the Board. The
Chairman or any Director in no way involves himself or interferes into or exercises influence over any
administrative affairs including recruitment, promotion, transfer and disciplinary measures as
conducted under the set service rules. No member of the Board of Directors is included in the
selection committee for recruitment and promotion to different levels. Recruitment, promotion,
transfer and punishment of the officers immediate two tiers below the CEO, however, rest upon the
Board. Such recruitment and promotion are done complying with the service rules i.e., policies for
recruitment and promotion.

The Board focuses its special attention on the development of skills of Bank's staff in different fields of
its business activities including prudent appraisal of loan/investment proposals, the adoption of
modern electronic and information technologies and the introduction of effective Management
Information System (MIS). The Board gets these programs incorporated in its annual work plan.

The Board imposes Code of Ethics for every tier of employees and they follow it properly. It promotes
healthy code of conduct in the Bank for developing a compliant banking operation.

Financial Management

The annual budget and the statutory financial statements are finalized with the approval of the Board.
It reviews and monitors monthly position of Bank's income, expenditure, liquidity, non-performing
asset, capital base and capital adequacy, maintenance of loan loss provision and steps taken for
recovery of defaulted loans including legal measures.

The Board frames the policies and procedures for Bank's purchase and procurement activities and
accordingly approves the delegation of power for making such expenditures. The maximum possible
delegation of such power of expenditures vests on the CEO and his subordinates., The decision on
matters relating to infrastructure development and purchase of land, bullding, vehicles etc. for the
purpose of Bank's business are, however, adopted with the approval of the Board.

Appointment of Chief Executive Officer (CEO)
One of the major responsibilities of the Board of Directors is to appoint an honest, efficient,

experienced and suitable CEO or Managing Director. The appointment of the CEO is made with the
approval of the Bangladesh Bank.

Other Responsibilities of the Board

The Board follows and complies with all the responsibilities assigned to it by Bangladesh Bank from
time to time.

In compliance with section 184 of Companies Act 1994, the Annual Report has a separate section as
'Directors' Report 2017' that contains following issues:
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State of the Bank's affairs: A review of financial performance and position has been presented in the
Directors' Report 2017.

Any recommended reserve in the balance sheet: An amount of BDT 210.90 million has been
transferred to 'Statutory Reserve' for the year 2017 as per section 24 of Bank Companies Act 1991
(amended up to 2018).

Recommended dividend: The Board has recommended 10% stock dividend for the completed year
2017.

Any event after balance sheet date which may affect company's financial condition: None.

Any change in bank's activities, subsidiaries' activities etc.: No major change in strategy and actions
In the Bank and Subsidiaries experienced in 2017.

The Directors are also required to declare the following matters in their report as per Bangladesh
Securities & Exchange Commission (BSEC)'s notification dated August 7, 2012, as applicable for bank:

v Industry outlook and possible future developments in the industry;
Segment-wise or product-wise performance with relevant risks;
Extraordinary gain or loss;

Related party transactions-a statement of all related party transactions;

Utilization of proceeds from public issues, rights issues and/or through any other
instruments;

NN NN

v Significant variance between quarterly financial performance and annual financial
statements;

Remuneration to directors including independent directors;

Preparation of the financial statements and any departure thereof, has been adequately
disclosed;

The system of internal control is sound in design and has been effectively implemented and
monitored;

There are no significant doubts upon the bank's ability to continue as a going concern;
Significant deviations from the last year's operating results;

Key operating and financial data of at |least preceding 5 (five) years;

if no dividend (cash or stock) has been declared for the year, the reasons thereof shall be
given;

The number of Board meetings held during the year and attendance by each director;

The pattern of shareholding structure; and

v In case of the appointment/re-appointment of a director, the following information to be
disclosed to the shareholders:-

a) A brief resume of the director;
b) Nature of his/her expertise in specific functional areas;

A SN S\ NN

NS

¢) Names of companies in which the person also holds the directorship and the membership
of committees of the board.
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Directors' Responsiblility Statement

The Directors confirm that the Annual Report together with the Directors' Report and Consolidated
Financial Statements have been prepared in compliance with the laws, rules and regulatory
guidelines and BSEC Notification No. SEC / CMRRCD / 2006-158 / 134 /Admin/44 dated August 07,
2012,

The Directors are of the view that they have discharged their responsibilities as set out in the

Companies Act, 1994, the Bank Companies Act, 1991 (amended up to 2013), securities laws, listing
regulations, 2015, and other prevailing laws and regulations, as applicable for Pubali Bank Limited.

On behalf of the Board of Directors

6l b

Habibur Rahman
Chairman
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Message from the Chairman

BDT 203,011.23 million in the year 2017 with a positive growth of 17.99%.

Good governance is at the heart of any successful business. It is essential for a company or organization to
achieve its objectives and drive improvement, as well as maintain legal and ethical standing in the eyes of
shareholders, regulators and the wider community. There is no altemative to the practice and implementation of
good governance for overall development of any finandal institution. So we emphasize on the various parameters
of good governance such as Board system and its independence, function of board sub-committees, fair financial
reporting, disdosure and compliance, and consistency in the shareholders’ value enhancement.

We do believe that Corporate Sodial Responsibility (CSR) works as an instrument for achieving long-term
sustainability and business growth for any finandal institution and at the same time it also exerts a positive
impact on the environment and stakeholders induding consumers, employees, investors, communities and
others. So while our one eye s on the target of earning maximum amount of profit the other is focused on
developing the life standard of the less privileged and the backward sections of society through various types
of humanitarian endeavors. Out of our obligation and responsiblility to the society we serve for, Puball Bank
Limited Invoives itself In various altruistic activities.

The bank is well aware of the negative consequences of rapid climate changes due to unplanned and
unscrupulous economic and other activities. We believe in sustainable development, development that comes
to meet up our current demand for making our life more comfortable and enriched but bearing no
poisoned-seed within for the generations to come. Therefore our bank has taken Green Banking serlously and
has started those types of activities in line with the policy directives of Bangladesh Bank. Moreover we have
formulated a Green Banking policy of our own to carry out our activities in the most environment-friendly way.
We have got a target to establish a paperfess office in the near future. In a word, there is our sincere effort in
every possible way to contribute to keeping the earth green and livable.

With the fast and dynamic evolution of technology and Its incorporation In different sectors induding banking,
various IT related risk are also arising. The incidents of heist taken place In some banks induding Bangladesh
Bank in the recent years is a thunderbolt to the industry. We put our utmost vigilance on IT refated issues to
keep our Bank secured and safe. We arranged IT training programs at regular intervals for our employees to keep
them informed of the latest development of technology and to make them enabled to work most efficiently and
smartly using technological devices. Puball bank limited is working through PIBS, our core banking software
developed by our ICT division to give fast and secured services to our valuable customers. Moreover the
up-gradation of the software is always in the works by our IT steering committee. However we think that the
IT related problems and challenges should not be taken in isolation rather all the Banks should come on the
same platform and work together to keep the banking sector safe and secured.

We know that the path ahead is not going to be an easy ride but we are confident enough with our resources
and ability to overcome all challenges and achieve our targeted goals. We are hopeful that our collective efforts
and wisdom shall guide us through any challenging situation and will be able to take our already achieved
position in another higher level of glory and satisfaction, We consider it the first and the most important priority
to provide our valuable customers with quality services abiding by the pertinent rules and regulations imposed

by the regulatory bodies.

In closing, 1 take this opportunity to thank all of our valued customers, shareholders, management team and
numberless patrons for their unrelenting support and co-operation in making the year successful. I would like
to express my special thanks and gratitude to Bangladesh Bank for their timely direction and guidelines, I also
wish to thank the Board for their wise and strategic directions which keep the bank in the right business tract.

With best regards,

AT

Habibur Rahman
Chairman
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Distinguished Shareholders,

d\allengsandreneweddlrediomhrsponseweverdtang@’
events In global and national economy in general and local banking
industry in particular refiected in the Annual Report along with™
audited Financial Statements for the year ended 31 December 2017.

We are happy to report that 2017 has been a successful year for
Puball Bank Limited. Before reflecting on the bank’s finandal ‘
performance in details during the year under review, Twould like to ([ IVIESSAGE FROM THE
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Managing Director & CEQ's Message

Desplte numerous challenges In the sector we managed to produce Impressive results In 2017 with our strateglc
all-out collective effort. During the year 2017, the bank generated a consolidated operating profit of BDT
8,640.15 million which was BDT 6,735.94 million in 2016 that means the bank registered an upward growth in
profit of 28.27% while profit after tax reached to BDT 1,797.15 million with 28.92% growth, Its deposit reached
to BOT 271,708.96 million which is 9.88% higher than that of previous year. As a result, Retumn on Asset (RoA)
and Return on Equity (RoE) reached to 0.40% and 5.58% respectively. Our efficiency in cost management had
also been refleched in the reduction of cost to income ratio to 49.40% from around 53.00%. Our bank plays
a vital role in the country’s export and import business. Last year we handled import and export business
respectively worth BDT 141,670.20 million and BDT 96,127.50 million, total assets increased by 14.97% to BDT
368,314.62 million and loans and advances increased to BDT 239,539.60 million from BDT 203,011.23 million in
the year 2017 with a positive growth of 17.99%.

The bank believes that corporate social responsibility (CSR) is an instrument for achieving long-term sustainability
and business growth and its strategies encourage any institution to make a positive impact on the environment
and stakeholders including consumers, employees, Investors, communities and others, As a part of our
responsible business, Puball Bank Limited extends its hand of co-operation in different humanitarian activities. Out
of our responsibility towand the socialy we serve for, we gave financial help to some educational institutions
including a few renowned public universities to arrange extracurricular activities last year. Distributing books
among the impoverished school goers is one of our regular activities.

We are well aware of the Importance and necessity of corporate governance for smooth and falr running of any
company. So we put Immense Importance on the numerous parameters of It such as Board system and Its
independence, function of board sub-committees, fair financial reporting, disclosure and compliance, and
consistency in the shareholders” value enhancement, As a strong belliever of sustainable growth, we render all
of our banking activities based on the pivotal principals of good governance.

A human resource of high quality and competence with the ability to come up with innovative and suitable
business strategy In the ever changing trend of business Is very crudal for continual growth and development
of any company. Keeping this In view, we arranged tralning programs and workshops at regular [htervals [n
order to Improve skill and knowledge of the officers and to keep them updated with the latest development In
the International and domestlc banking and financlal sector. Recently a training course on *Foundation Training
for Senlor Officers & Officers’ was held under the ausplces of Puball Bank Tralning Institute. We hope that It
will motivate the participants to foster new spirit and enthusiasm for achieving our Bank’s Vision and Mission,

Financial indusion or indusive finandial sysbem is being considered as a primary tool to keep any finandal system
sustainable, risk-absorbent & shock-resistant. OQur Bank, besides rendering usual banking services, gives financial
servioes to eye impaired people, garments workers, street children, school goers, impoverished and low income
populace from the periphery of sodety. We are bringing the sald segment of the people under the umbrella of
banking services by opening and maintaining thelr accounts as per guldelines of Bangladesh Bank.

The technology oriented world is changing fast in all respects. In this ever changing environment of technological
evolution, the more an institution is equipped with the latest technological development the more it has the
possibility to succeed, Pubali bank limited Is working through PIBS, our core banking software developed by the
ICT division to give fast and secured services to our valuable customers. Moreover our Software Development
Division is always in the works for the up-gradation of the software.

It Is an honor to work at Puball Bank Limited along with Its dedicated and Innovative people. It was because of
thelr Industrious, honest and sincere dedication that the year 2017 became a story of success and enrichment
for us. My sincere thanks go to each and every employee working In the varlous levels of the bank.

Finally, 1 express my sincere thanks to our valued customers, shareholders, management team and numberless
patrons for their relentiess support and co-operation in making the bank one of the strongest finandal institutions
of the country. Particularly, I would like to express my utmast thanks and gratitude to Bangladesh Bank and other
regulatory bodies for their imely intervention through various palicy guidelines which made our journey effective
and frultful.

With best regards,

~

Md. Abdul Halim Chowdhury
Managing Director and CEQ
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Dear Shareholders,

On behalf of the Board of Directors and Management, | welcome you all to the 35th Annual General
Meeting (AGM) of Puball Bank Limited. We have the pleasure to place herewith the Directors' Report
together with the Audited Financial Statements of the Company, for the year ended 31 December
2017 for your valued consideration, approval and adoption.

Bangladesh Economy

“When people talk about the "Asian Tigers," they're typically referring to Hong Kong, Singapore,
South Korea and Taiwan. The four countries experienced rapid growth between the 1960s and 1990s.
But now there's another country that should come to mind: Bangladesh." This Is how Jonathan
Garber opined in "Business Insider” about the economy of Bangladesh at the end of 2017.

FY 2017 has been a remarkable year of achievements and also challenges for the economy of
Bangladesh. One of the major achievements of the economy has been a 7.28 percent economic
growth in FY 2016-17 breaking the six percent cycle that continued for a decade or so. Like previous
years, major boost of growth has come from the industrial sector followed by the services sector.

From a geo-political point, 2017 has been most challenging for Bangladesh as the Rohingyas from the
Rakhine state of Myanmar started to flee to Bangladesh from August of the same year following the
brutal torture and killings by the Myanmar army. Due to this exodus, though they are supported by
the international community here in Bangladesh, some fiscal burdens have befallen on the
government of Bangladesh which has budgetary implications.

Investment is a8 major impetus to Bangladesh's growth. Target was set to increase investment to 32.7
percent of GDP in FY 2016-17, keeping in mind the need for a growing economy. In FY 2016-17,
investment as a share of GDP went up to 30.5 percent, however, the private sector's investment has
been almost stagnant since FY 2015-16 hovering around 23 percent, The major boost has come from
the public sector that saw an increase to 7.4 percent in FY 2016-17 from 6.7 percent in FY 2015-16.
Despite favorable macroeconomic environment e.g. moderate level of inflation, reasonable balance
of payment (BoP) and high foreign reserve, private investment failed to pick up in FY2016. Foreign
direct investment rose slightly, mainly from reinvestment of earnings. Unlike 1990s and 2000s,
relatively high GDP growth against moderate rise in investment-GDP ratio over last several years
alludes to improvements in capital efficiency, as reflected in the falling Incremental Capital Output
Ratio (ICOR). Bangladesh has elevated from the low income status to lower middle income nation last
year, meeting the World Bank's requirements comfortably.

With a view to attracting local and foreign investors the Government is working relentlessly for
improving the overall investment environment of the country. In addition to taking projects
individually under the initiatives of the Government and private sectors, the Government is
implementing various development projects on the basis of Public-Private Partnership (PPP). In
FY2016-17, a total of 1,745 private projects were registered in Bangladesh Investment Development
Authority (BIDA) with recommended investment of Tk. 18,52,618 million.

The external sector has been a source of strength for the Bangladesh economy for several years.
Export growth in FY 2016-17 was only 1.7 percent as opposed to the target of 8 percent. A glimmer
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of hope is in the horizon with both RMG and total exports picking up during July-December of FY
2017-18. However, imports growing at a higher rate than exports led to a negative current account
balance that continued during July-October of FY 2017-18. In FY 2016-17 remittance earning growth
experienced a negative growth of (15.9) percent despite increase of manpower export. One
important reason for low remittances despite high growth of manpower exports is the flow of
remittances through informal channels. Bangladeshi Taka against the US Dollar also played a role for
low export and remittances growth to some extent. Though remittances have started to pick up in
recent months it is not significant since it was negative during the last fiscal year.

Bangladesh's population of 160 million is as big as France, Germany, and the Netherlands combined,
The country is also easily the poorest of the world's 10 most populous. Given its size and the depth of
its poverty, the country's recent economic boom must rank as one of the world's happiest economic
stories right now. According to the Asian Development Bank, Bangladesh's economy grew by 7.1% in
2016, the fastest expansion in 30 years. It was also the sixth year in a row that GDP growth was
greater than 6%. Most analysts expect this run to continue. Ratings firm Moody's, for example, says
the country's growth is likely to remain "robust."”

Strong structural and policy reforms, boosting up energy, infrastructure, financial and private sector
efficiency may help accelerated and sustainable growth. Bangladesh economy remained strong and
resilient despite external and internal challenges. Bangladesh is among the top 12 developing
countries with a population of over 160 million. By any standards, Bangladesh economy has done
well. Bangladesh needs to focus on a growth agenda centered on sustainable and inclusive growth.
The 7th Five Year Plan estimates about USS 410 billion financing, twice the size of GDP needed for
developing the country's infrastructure.

Dhaka and Chittagong are the principal financial centers of the country, being home to the Dhaka
Stock Exchange and the Chittagong Stock Exchange. The stock market, which normally provides an
avenue for common people to invest and participate in the larger economy, has been in shambles
since the Bangladesh stock market crash in 2011 that sparked violent protests and left around 3
million small investors penniless. BSEC, the regulatory body of capital market is trying to overcome
the situation. The lack of investment opportunity, most of the locally generated savings and foreign
remittances are used in buying non-productive assets like agricultural land or government savings
bonds.

Bangladesh Is strategically important for the economies of Northeast India, Nepal and Bhutan, as
Bangladeshi seaports provide maritime access for these landlocked regions and countries. China also
views Bangladesh as a potential gateway for its landlocked southwest, including Tibet, Sichuan and
Yunnan.

At constant prices growth of agriculture and forestry sector under broad agriculture sector stood at
1.96 percent in FY2016-17, which was 1.79 percent in previous fiscal year. The growth of the three
subsectors of agriculture and forestry sector i.e. crops and horticulture; animal farming; forest and
related services reached 0.96 percent, 3.31 percent and 5.60 percent respectively in FY2016-17,
which were 0.88 percent, 3.19 percent and 5.12 percent respectively in previous fiscal year.

In order to increase domestic and foreign investment, the Government of Bangladesh is formulating
investment friendly policies, acts and laws. Especially, to expedite the investment friendly
environment, Board of Investment (BOI) and Privatization Commission were merged into Bangladesh
Investment Development Authority (BIDA). Bangladesh Economic Zone Authority (BEZA) has taken an
initiative to create employment of around 1 crore people by establishing 100 Economic Zones (EZs)
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throughout the country in the next 15 years. In this backdrop, approval has been given to establish 79
EZ (public 56 and private 23). Moreover, it is expected that the investment in the country will be
increased and GDP growth will be accelerated as some comprehensive plans and programmes under
Annual Development Programme (ADP) and Public Private Partnership (PPP) on structural
development, rapid electrification, energy diversification, developed communication system and
communication technology have been undertaken.

Global Economy

Though the year 2017 posed a lot of challenges in the economic front, however, 2017 ended on a
high note. The global pickup in activity that started in the second half of 2016 gained further
momentum in the first half of 2017. Notable rise in investment, trade and industrial production
coupled with enhanced business and consumer confidence are supporting the recovery of world
economy. Based on these outcomes International Monetary Fund (IMF) has predicted an increase in
the global economic growth. In the IMF's latest World Economic Outlook (WEQ), October 2017 the
global growth has been projected at 3.6 percent for 2017 and 3.7 percent for 2018, 0.4 percentage
point and 0.5 percentage point higher compared to the growth of 2016. The continued boost in
domestic demand in the developed economies, favorable financial conditions, strong business and
consumer confidence are expected to play a vital role in achieving such growth targets. Significant
improvement in the investment situation, increased investment in China's infrastructure and housing
sector and revival from the downturn of commodity prices, even in partial, are expected to Induce
growth momentum of emerging and developing economies. Among the possible risks causing
substantial uncertainty in global growth, the intrinsic conservation policy of some advanced
economies may exert a negative impact on global trade and cross-border investments. Moreover, an
atmosphere of persistently subdued inflation may weaken central bank's capacity to control real
interest rates. Again, continued easy monetary conditions in advanced economies may make the
financial system vulnerable to an abrupt decompression of risk premiums.

The cyclical recovery continues

Growth outturns in the first quarter of 2017 were higher than the April WEO forecasts in large
emerging and developing economies such as Brazil, China, and Mexico, and in several advanced
economies including Canada, France, Germany, Italy, and Spain. High-frequency indicators for the
second quarter provide signs of continued strengthening of global activity. Specifically, growth in
global trade and industrial production remained well above 2015-16 rates despite retreating from the
very strong pace registered in late 2016 and early 2017, Purchasing managers' indices (PMIs) signal
sustained strength ahead in manufacturing and services.

According to World Bank, oil prices are forecast to rise to $56 a barrel in 2018 from $53 last year as a
result of steadily growing demand, agreed production cuts among oil exporters and stabilizing U.S.
shale oil production, while the surge in metals prices is expected to level off next year, the World
Bank said on Thursday.

Prices for energy commodities

Prices for energy commaodities -which include oil, natural gas, and coal — are forecast to climb 4
percent in 2018 after a 28 percent leap this year, the World Bank said in its October Commodity
Markets Outlook. The metals index Is expected to stabilize in the coming year, after a 22 percent
jump this year as a correction in iron ore prices is offset by increased prices in other base metals.
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Prices for agricultural commodities, including food commodities and raw materials, are anticipated to
recede modestly in 2017 and edge up next year.

Bond and equity markets

Long-term bond yields in advanced economies, which had declined since March, rebounded in late
June and early July. The U.S. Federal Reserve raised short-term interest rates in June, but markets still
expect a very gradual path of U.S. monetary policy normalization. Bond spreads over Germany have
compressed sharply in France, Italy, and Spain on reduced electoral uncertainty and firming signs of
recovery. Equity prices in advanced economies remain strong, signaling continued market optimism
regarding corporate earnings. Markets are also optimistic about emerging market prospects as
reflected In strengthening equity markets and some further compression of interest rate spreads. Oil
exporters provide an exception to this pattern, in light of the marked weakening of oil prices since
March.

Exchange rates and capital flows

The Euro strengthened by a similar amount on increased confidence in the euro area recovery and a
decline in political risk. Over the same period, exchange rate changes across emerging market
currencies have been relatively modest, with some strengthening of the Mexican peso on tighter
monetary policy and reduced concerns about U.S. trade frictions, and a depreciation of the Brazilian
real on renewed political uncertainty. Capital flows to emerging economies have been resilient in the
first few months of 2017, with a notable pickup in non-resident portfolio inflows.

The growth forecast in the United States has been ravised down from 2.3 percent to 2.1 percent in
2017 and from 2.5 percent to 2.1 percent in 2018. While the markdown in the 2017 forecast reflects
in part the weak growth outturn in the first quarter of the year, the major factor behind the growth
revision, especially for 2018, is the assumption that fiscal policy will be less expansionary than
previously assumed, given the uncertainty about the timing and nature of U.S. fiscal policy changes.
Market expectations of fiscal stimulus have also receded.

The growth forecast has also been revised down for the United Kingdom for 2017 on weaker-than-
expected activity in the first quarter.

By contrast, growth projections for 2017 have been revised up for many euro area countries,
including France, Germany, Italy, and Spain, where growth for the first quarter of 2017 was generally
above expectations, This, together with positive growth revisions for the last quarter of 2016 and
high-frequency indicators for the second quarter of 2017, indicate stronger momentum in domestic
demand than previously anticipated.

The growth forecast for 2017 was also revised up for Canada, where buoyant domestic demand
boosted first-quarter growth to 3.7 percent and indicators suggest resilient second-quarter activity,
and marginally for Japan, where private consumption, investment, and exports supported first-
quarter growth.

Growth in India is forecast to pick up in 2018. In line with the April 2017 forecast. While activity
slowed following the currency exchange initiative, growth for 2016-at 7.1 percent-was higher than
anticipated due to strong government spending and data revisions that show stronger momentum in
the first part of the year. With a pickup in global trade and strengthening domestic demand, growth
in the ASEAN-5 economies is projected to remain robust at around 5 percent, with generally strong
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first quarter outturns leading to a slight upward revision for 2017 relative to the April WEO.

In Emerging and Developing Europe, growth is projected to pick up in 2017, primarily driven by a
higher growth forecast for Turkey, where exports recovered strongly in the last quarter of 2016 and
the first quarter of 2017 following four quarters of moderate contraction, and external demand is
projected to be stronger with improved prospects for euro area trading partners. The Russian
economy is projected to recover gradually in 2017 and 2018, in line with the April forecast.

Overview of the bank

Pubali Bank Limited, the largest private commercial bank in banking industry of Bangladesh, was
incorporated on 30th day of June 1983 as a Pubalic Limited Company in Bangladesh under the
Companies Act 1913 and started its operation in the year 1983, with an authorized share capital of
BDT 16,00,00,000 divided into 16,00,000 ordinary shares of BDT 100 each. At present, the bank's
authorized share capital is BDT 2000,00,00,000 divided into 200,00,00,000 ordinary shares of BDT 10
each. It was listed with Dhaka Stock Exchange Ltd. and Chittagong Stock Exchange Ltd. in 1984 and
1995 respectively. Its vision is providing customer centric lifelong banking services and one of the
most prior mission is to be the most respected and preferred brand among all financial services
providers in Bangladesh.

The Bank, in 2017, earned an after tax profit of BDT 145.88 crore with an increase 9.28%. The deposit
of the Bank grew by 9.88 percent to BDT 271,708.96 million and loans and advances by 17.99 percent
to BDT 239,539.60 million compared to those of 2016.

Strengthening brand image for creating higher customer satisfaction and loyalty through integration
of the latest and state of the art banking technology and products is our tool to achieve success.
Customers are our first priority. At present, the Bank has 465 branches and 2 Off-Shore Banking Units
across the country. Plans have been made to raise another 8 (eight) branches in 2018. Our journey
towards greater operational success continues with increased energy and enthusiasm.

Our product-basket encompasses Real Time Online Branch Banking, Islamic Banking, Deposit
Products, Pubali Pension Scheme (PPS), Pubali Sanchay Prokolpo (PSP), Shikkha Sanchay Prokalpa
(SSP), Digun Sanchay Prokalpa (DSP), Monthly Profit based Fixed Deposit, Monthly Profit based Small
Deposit (Sadhin Sanchay), Target Based Small Deposit (Swapno Puron), Visa Credit Card, Master Card,
ATMs, Short & Long Term Finance, Construction business finances, Consumer Loan, Special SME
Loans, Special Agri Credit Program, Lease Financing, Trade Finance, Locker Service, Internet Banking,
Off-Shore Banking, Corporate Banking, Syndicate Loan, Monthly Savings Scheme, Fixed Deposit, SMS
Banking etc. in addition to our traditional credit and foreign trade related products and services.

With a view to business diversification, Pubali Bank Limited also established another subsidiary in the
name and style "Pubali Bank Securities Ltd." to provide brokerage services in the stock market.
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Capital and Reserves

The Authorized Capital of the Bank was BDT 20,000.00 million and paid-up capital was BDT 9508.04
million as of December 31, 2017. The Capital and Reserves (Tier-1 Capital and Tier-Il Capital) stood at
BDT 31,975.20 million as compared to BDT 26,337.44 million in last year showing an increase of
21.25 percent.

{Figure in million)
Regulatory Capital Consolidated Solo
Tier- capital
1) Common Equity Tier-| Capital (CET-1) 22,614.30 23, 204.00
Fully Paid up capital 9,508.03 9,508.03
Non-repayable share premium account
Statutory reserve 9,510.25 9,510.25
General reserve
Retained earnings 3,825.30 4,198.50
Minority interest in subsidiaries
Regulatory Adjustments
Reclprocal crossholding 229.30 12.80
2) Additional Tier-1 Capital (AT-1) - -
3) Total Tier-1 Capital (1+2) 22,614.30 23, 204.00
Tier-2 Capital
General provision (unclassified loans + off balance sheet) 3,127.60 3,127.60
Subordinated debt 5,000.00 5,000.00
Revaluation Reserves as on December 31, 2015 1,609.10 1,609.10
(50% of Fixed Assets and Securities & 10% of Equities)
All other preference shares
Regulatory Adjustments
Revaluation Reserves for Fixed Assets, Securities & Equity Securities 965.50 965.50
(Phase in deductions as per Basel-lll Guidelines)
4) Total Tier-2 Capital 8,771.30 8,771.30
Total eligible capital (3+4) 31,385.60 31,975.30

Capital to Risk Weighted Assets Ratio (CRAR)
Pubali Bank Limited maintained capital adequacy ratio of 12.93% of the risk-weighted assets as on
December 31, 2017 as against the minimum capital requirement of 11.25% as set by Bangladesh

Bank under Basel-lll reporting through BRPD Circular No.18 dated December 21, 2014 of
Bangladesh Bank.

Capital Market Scenario

The Capital Market of Bangladesh is a prosperous market and it contributes a lot in the economy of
our country. In the year 2017 the capital market runs in a positive trend throughout the year than the
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past year. Still now, the blue chip shares i.e fundamentally and financially strong shares are
undervalued in our capital market, so there is a huge opportunity to grow up this market, The
average daily turnover increased significantly in the year 2017, it reached around BDT 8,700 million in
the year 2017, which was below BDT 5,000 million in the year 2016.

The DSE Broad Index (DSEX) increased by 23.99% i.e from 5,036.05 on December 31, 2016 to
6,244.52 on 31 December, 2017. Chittagong Stock Exchange Index CSCX also increased by 24.33%
during the same period from 9,369.91 to 11,649.63. DSE Turnover increased by 82.08% in the year
2017 i.e which reached BDT 11,91,571.25 million to BDT 21,69,597.11 million. On the other hand CSE
Turnover increased by 91.40% during the year 2017 i.e from BDT 7,737.59 crore to 14,810.41 crore.
Market capitalization at DSE increased by 23.92% at the end of the year 2017 i.e from BDT
34,12,441.49 million to BDT 42,28,945.46 million and 9 new securities (including 1 mutual fund) was
listed on DSE & CSE during 2017.

At the end of 2017 DSE market P/E stood 17.28 which shows there is a huge prospect in our capital
market, if institutional investor, foreign investor and small investor increase their participation and
other components of capital market remain favorable then the capital market will do well in 2018.

Pubali Bank Securities Limited

Pubali Bank Limited started its operation in the Capital Market in the year 2006 under the Securities
Trading Division (STD). After that as per the directive from Bangladesh Bank and Bangladesh
Securities & Exchange Commission, Securities Trading Division (STD) of Pubali Bank Limited converted
into a separate subsidiary company in the name of Pubali Bank Securities Limited (PBSL) which was
Iincorporated as a Public Limited Company on the June 21, 2010 under the Companies Act 1994 and
started its functioning from February 01, 2011 with an Authorized Capital Tk. 5,000 (Five thousand)
million only and an initial Paid up Capital Tk. 1,600 (One thousand six hundred) million only. Currently
the company is running with a Paid-up Capital of Tk. 6,600 (Six thousand six hundred) million and
Authorized Capital Tk. 7,000.00 million only as on 31.12.2017.

The company is the TREC (Trading Right Entitlement Certificate) holder of both Dhaka Stock Exchange
Ltd. (DSE TREC# 214) and Chittagong Stock Exchange Ltd. (CSE TREC # 105) and also acts as a full
service Depository Participant of CDBL.

The company offers full-fledged high standard brokerage service for retail and institutional clients.
PBSL also operate its Stock Dealing operation for its own investment in Capital market. It has proven
reputation in serving customers by maintaining strong compliance practices and highest ethical
standard. Beside this, Pubali Bank Securities Ltd. has been playing a vital role in capital market for
stabilization & sustainable development of the market since its inception.

Though, the Capital Market is facing a critical situation, PBSL passed a good time in the year 2017 in
terms of performance, profitability and brokerage activities. The total turnover of the company Is
increased by 56.80%, the total revenue by 121% and the operating profit by 154% in the year 2017.

Declaration of Dividend

The Bank is paying healthy returns to its shareholders over the years and follows consistent Dividend
Policy year over year. Listing Regulations of both stock exchanges and Bangladesh Secretarial
Standard-4 (BSS-4) also enacted with the declaration of dividend. As per BSS-4 in Declaration of
Dividend is as follows:
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v Dividend should be declared by the Members at an Annual General Meeting on the basis of
recommendation of the Board.

v Dividend should relate to a financial year.

v No Dividend should be declared on equity shares for previous year(s) in respect of which
annual financial statements have already been adopted at the respective Annual General
Meeting(s).

v Interim Dividend should be declared by the Board of Directors.
v Dividend, once declared, becomes a debt of the company and cannot be revoked in any way.

Pubali Bank Limited declared Cash & Stock dividend in different years as mentioned below:

Year 2016 2015 2014 2013 2012 2011 2010

Cash 5% 12% 10% 5% 10% 5% 5%

Stock 8% - - 5% - 25% 35%
Asset Liability Committee (ALCO)

Asset and Liability Management Committee (ALCO), the committee of senior management headed by
the Managing Director & CEO meets at least once in a month to set and review financial policy,
position and risk exposures such as liquidity risk, interest rate risk and foreign exchange risk. The
ALCO of Pubali Bank Limited conducted meetings for implementation of Asset and Liability
Management In the bank. Country's overall economic position, the bank's liquidity position, ALM
ratios, interest rate risk, deposit & advance growth, market interest rate, deposit & lending pricing
strategy, different forecasted balance sheet risks etc. are placed to ALCO meeting for setting
strategies and revamping previously taken strategies to cope with current and future market
scenario. The major roles and responsibilities of ALCO are as follows:

o Reviewing balance sheet movements and taking measures for sound balance sheet
management.

© Forecasting interest rate and taking suitable strategies accordingly.

o Measuring liquidity of the Bank in various time buckets and taking strategic and proactive
actions to meet the requirements.

o Monitoring status of ALM ratios and taking steps for compliance with these ratios.

o Monitoring the interest rate risk of the Bank and taking actions to keep the interest rate
gap at the desired level.

© Monitoring the movement of macro variables and yield curve shift and taking strategy for
short, mid and long term interest rate risk management.

o Keeping the balance sheet mix at desired level.
o Measuring and monitoring concentration risk, diversification and product profitability.

Internal Control and Compliance

The Board of Directors assures its Shareholders that the Bank has a competent risk management
process to ensure that the system of internal control is sound in design and has been effectively
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implemented and monitored. The Bank's Internal control system Is designed at Board and
Management levels to provide reasonable assurance regarding the achievement of the Bank's
objectives in respect of effectiveness and efficiency of operations, reliability (completeness and
timeliness) of financial reporting and management information, compliance with applicable laws,
regulations and the Bank's policies. The Audit Committee of the Board of Directors reviews the
various reports of internal auditors, external auditors, Bangladesh Bank's inspection team and its
compliance status. Pubali Bank Limited has an excellent culture of controlling internal affairs through
financial units like Internal Control and Compliance Wing, which includes Audit & Inspection Division,
Monitoring Division, and Compliance Division. This particular division is designed to ensuring
absolute compliance with laws and regulations. 02 (two) external audit firms also conduct a
comprehensive audit annually to detect instances of noncompliance, violation, or risks within the
Bank, and reports the findings to the management.

This report further encloses a detailed discussion on the risk management & internal control.
Risk Management

The risk of the Bank may be defined as the possibility of losses, financial or otherwise. The risk
management of the Bank covers 06 core risks i.e. Credit Risk, Internal Control & Compliance Risk,
Money Laundering Risk, Asset Liability Management Risk (Balance Sheet Risk), Foreign Exchange Risk
and Information Technology Risk. Moreover, Residual Risk, Concentration Risk, Liquidity Risk,
Reputation Risk, Strategic Risk, Settlement Risk and Environmental & Climate Change Risk etc. are
also brought into consideration. The prime objective of the risk management is that Bank takes well
calculative business risks to earn adequate return and to safeguard bank's capital, its financial
resources and its profitability. The Bank strictly follows the guidelines of Bangladesh Bank in respect
of risk management. As per BRPD Circular No. 11 dated 27 October 2013 a Risk Management
Committee of the Board was formed. A separate Risk Management Committee at Management level
was also formed headed by a Deputy Managing Director where all the Division Heads of Head Office
are the members and the Division Head, Risk Management Division is the Member Secretary. The
Committee is responsible to our Honorable Managing Director for compliance and implementation of
the decisions. Monthly meeting of Risk Management Committee at Management level is arranged
regularly where different risks are discussed and decisions are implemented. Risk Management
papers along with minutes of the monthly meeting are submitted to Bangladesh Bank on monthly
and quarterly basis. Moreover half yearly Comprehensive Risk Management Report is also submitted
to Bangladesh Bank. Considering the importance of the issue and as per instructions of Bangladesh
Bank, a separate Risk Management Division was formed at Head Office. As a part of risk
management, adequate capital is maintained against Credit Risk, Market Risk and Operational Risk
under Risk Based Capital Framework. A Supervisory Review Process (SRP) team was formed to review,
monitor and maintain adequate capital considering all relevant risks. Quarterly Stress Testing is
conducted to assess the impact of different risks associated with banking business on asset, liability &
ultimately on capital.

Preparation of Financial Statement

While preparing the annual report along with financial statements, true and fair presentation has
been given priority. The Institute of Chartered Accountants of Bangladesh (ICAB) adopted the
International Accounting Standards (IAS) and International Financial Reporting Standards (IFRS).
Bangladesh Securities & Exchange Commission (BSEC) and Bangladesh Bank also mandated the
implementation of |AS & IFRS. These standards and reporting system have also been complied with
by our Bank in preparation of the Financial Statements.
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Transparent Disclosure

Pubali Bank Limited prepares financial statements with adequate disclosures in accordance with the
Bangladesh Accounting Standards (BAS), International Financial Reporting Standards
(IFRS)/Bangladesh Financial Reporting Standards (BFRS), the Companies Act 1994, the Securities and
Exchange Rules 1987 and other applicable laws and regulations. In order to prepare the financial
statements, the management is responsible for designing, implementing and maintaining internal
controls relevant to the preparation and fair presentation of financial statements that are free from
material misstatements, whether due to fraud or error; selecting and applying accounting policies
and making accounting estimates that are reasonable in the circumstances. These financial
statements, once prepared, are reviewed initially by CFO and CEO and then by the Audit Committee
on a regular basis. After that, the Board reviews the financial statements of the Company at the end
of every quarter. The quarterly financial statements, along with notes are published on the two daily
newspapers as well as the Company's website. Furthermore, annual financial statements along with
annual report are also sent to all Shareholders in a timely manner. On an annual basis, the Directors
prepare the Directors' Report as part of the Annual Report which discloses the financial performance
as well as non-financial information regarding bank's growth, responsibilities and other information
in compliance with BSEC Notification. The Company also abides by the applicable regulations in
respect to Price Sensitive Information (PSt).

Performance of Pubali Bank Limited:
Pubali Bank Shares and Shareholders

Investors always look for a company which can meet their needs for dividend and capital gain. For the
last few years country's Stock Markets have been remaining uncertain, inconsistent and unstable. We
have a large number of shareholders which on 31st December 2017 stood at 52,515 (BO
Shareholder-49,583 and Folio Shareholder-2,926). Year-wise Authorized Capital, Paid up Capital,
Earnings per Share (EPS) and Net Asset Value (NAV) over the years are mentioned below:

{Figure in million)

Authorized Capital

Al Al

20,000 20,000 20,000 20,000
Pald up Capital 9508.04 8803.74 8803.74 8803.74 8384,51
EPS 153 1.40 3.29 3.49 2.62
NAVPS 27.51 28.56 28.26 25.97 24.22
Statutory and other Reserve

At the close of 2017, the statutory reserve and other reserves of the bank stood at BDT 16,652.27
million, out of which statutory reserve was BDT 9510.25 million, other reserve was BDT 7,142.02
million. Total Reserve was BDT 16,340.67 million at the end of 2016.

Deposits

The deposit growth trend was positive in 2017. At the end of 2016, Total deposit was BDT 247,278.50
million that came to BDT 271,708.96 million at the end of 2017 showing 9.88% increase. Out of the
total deposits, Time Deposits BDT 220,955.26 million and Demand Deposits were BDT 50,753.97
million i.e. 81.32% and 18.63% respectively.
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Borrowing from other Banks and Financial Institutions

In 2017 the bank borrowed BDT 18,099.36 million for business purpose compared to BDT 6,305.99
million during the previous year.

Lending to other Banks and Financial Institutions

In 2017 the bank lent BDT 11.29 million for business purpose compared to BDT 551.29 million during
the previous year.

Advances

Total advances of the bank as on 31 December 2017 stood at BDT 239,539.60 million showing an
increase of BDT 36,528.37 million @ 17.99% growth.

In line with national economic development, the bank made advances mainly as Commercial Loan,

Import & Export business, Term loan to large and medium scale industries, House Building loan,
Working Capital loan, Consumer's Credit and Syndication loans etc.

Investment
Total investment of the bank was BDT 53,527.20 million in 2017 compared to BDT 48,865.75 million

in 2016. The bank mainly invested in Government Bonds, Treasury Bills, Approved Debentures of
private institutions and Capital Market through own portfolio.

Foreign Exchange Business

a) Import Business
During the year the Bank handled import business worth BDT 141,670.20 million. During the
previous year the amount was BDT 121,852.00 million. The amount of import business handled by
the bank increased by BDT 19,818.20 million during the year which was 16.26% higher than the
previous year.

b) Export Business

The bank handled export business worth BDT 96,127.50 million during the year as against BDT
86,764.10 million in the previous year which was 10.79% higher than the previous year.

c) Inward Foreign Remittance

Non resident Bangladeshis sent foreign exchange equivalent to BDT 36,593.20 million in 2017
whereas the amount was BDT 37,757.00 million in 2016.

Position of profit & loss
Total operating income & total operating expenditure of the Bank during 2017 were BDT 16,175.27

million and BDT 7,990.38 million respectively resulting a profit of BDT 8,184.89 million before making
provision for bad and doubtful debts and income tax.
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During the year the Bank made a provision of BDT 4,059.81 million against loans and advances,
diminution in value of investments, exposure of Off balance Sheet items, bad debt off setting and
other assets and provision of BDT 2,666.28 million against Corporate Income Tax and deferred Tax. As
such, net profit on the Bank stood at BDT 1,458.80 million which the Board of Directors propose to
appropriate in the following manner.

Net profit BDT 1,458.80 million
Transferred to Statutory Reserve BDT 210.00 million
Transferred to General Reserve BDT 1248.80 million

Growth in Operating Profit and Net Profit before/after Income Tax and Provision for the Last 5 years
(BDT In million)

Year

Operating Profit 6,556.47

Profit before provision & Tax 8,184.89 6,556.47 733411 7,081.39 7,559.80

Net Profit 1,458 80 1,334.95 2,895.29 3,070.13 2,305.54
Return on Equity (ROE) 5.58% 5.31% 11.64% 13.43% 11.35%

Network Expansion Program

Continue to our consistent progress we now have 465 (Four Hundred Sixty Five) branches that are
placed in convenient locations, close to key shopping and commuting nodes. We opened ten new
branches in this year. All branches are Online and fully equipped new technology based covering all
Divisions of the country. Puball Bank Limited, as a leading financial institution, always gives highest
priority to quicken its branch expansion program to net the un-banked population across the country.

Moreover, the Bank is also offering Offshore Banking facilities through 02 (Two) Offshore Banking
Units (OBU) i.e. OBU-Principal Branch is located at A-A Bhaban, 23 Motijheel C/A, Dhaka and OBU-
Agrabad Branch is at Agrabad Branch, 99 Agrabad C/A, Chittagong. Pubali Bank is also providing
"Shariah-Based Islamic Banking Services" through 02 (Two) Windows to the customers. At present
Bank's Authorized Dealer (AD) Branches are 29 (Twenty nine). The Bank is also providing "Evening
Banking Service" through 84 (Eighty four) Branches to further augment its service delivery at
extended banking hours.

Division-wise distribution of Branches, OBU Units and Islamic Windows are given below:

Divisi Urban Rural Authorized OBUUnit Islamic Banking SME/ Krishi  Evening
on Branches Branches Dealer (AD) window Banking

Dhaka 95 33 16 1 1 2 25
Chittagong 65 52 5 1 20
Sylhet 28 63 3 1 1 9
Rajshahi 15 14 1 1 10
Khulna 20 9 2 5
Barisal 14 13 1 6
Rangpur 18 7 6
Mymensingh | 16 3 1 3

Pubali Bank Limited | Annual Report 2017




Directors' Report

Implementation of Basel Ill

Bangladesh has entered into the Basel lll regime from January 01, 2015. Bangladesh Bank revised the
capital standard based on Basel lll and planned to implement it gradually from 2015 to 2019. A
Capital Conservation Buffer (CCB) of 2.5% is to be built up @ 0.625% each year from the beginning of
2016 to 20189, This is in addition to existing Minimum Capital Requirement (MCR) of 10%. It means
CRAR requirement will be 12.50% from January 01, 2019.

To increase the quality and quantity of the capital base of the Bank, Basel Ill has introduced the
following measures:

1. Tier 1 capital has been divided into two parts: Common Equity Tier 1 (CET1) and Additional Tier 1
(AT1).

2. The definition of capital has been made stringent. Tier 3 capital has been eliminated.

3. The Bank has to maintain 3% leverage ratio along with Liquidity Coverage Ratio (LCR) of 100% or
more and Net Stable Funding Ratio (NSFR) of more than 100%.

Pubali Bank Limited is well positioned in respect of capital and risk management. It has commenced
reporting of CRAR, leverage and liquidity ratio from January 01, 2015 following the new risk based
capital adequacy framework.

The Bank has a Supervisory Review Process (SRP) team comprising of members from the senior
management. They participate in dialogues with the Supervisory Review Process Evaluation (SREP)
team of Bangladesh Bank on the issue of maintenance of adequate capital to compensate all the
risks associated with business.

Stress testing is an integral part of Supervisory Review Process and is conducted through a
prescribed format given by Bangladesh bank where impact on Capital to Risk Weighted Asset Ratio
(CRAR) is assessed taking into account plausible shocks.

Pillar-1ll of Basel Ill aims at promoting market discipline through regulatory disclosure requirements.
The reports on disclosure enable market participants to assess more effectively key information
relating to Bank's regulatory capital and risk exposures in order to keep confidence about the Bank's
exposure to risk and overall regulatory capital adequacy. The Bank has published the disclosure
incorporating all the changes in the revised guidelines. The Bank has also made a significant progress
in implementing Basel-lll and preparing itself to meet the upcoming challenges for implementing
advanced approaches of calculating credit, market and operational risks.

Corporate Governance

Pubali Bank Limited believes in transparency and accountability to the society as a whole through
establishment of an efficient and effective Corporate Governance regime. As part of its governance
pursuits, the bank is committed to ensuring the highest standards of governance designed to protect
the interests of all stakeholders while promoting integrity, transparency and accountability. The
Board and the Management Team also put their best efforts to comply with all the laws of the
country and all internal regulations, policies and procedures to make Puball Bank a thoroughly
transparent bank.

In line with the same, Pubali Bank Limited has complied with the conditions as stipulated in the
Corporate Governance Guidelines issued on 07 August 2012 by BSEC. In this connection, the status of
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compliance has been annexed to this report. Further, a certificate of compliance from Itrat Husaln &
Associates, Chartered Secretaries in Practice, confirming compliance of conditions of Corporate
Governance, as stipulated under condition 7(i) of the BSEC Guidelines is also annexed to this report.
A detail review of Corporate Governance of the Bank is included in this Annual Report.

Human Resources

At 31 December 2017, Pubali Bank Limited had a total workforce of 7,652 compared with 7,542
(including 89 days basis) at the end of 2016 and 7,377 (including 89 days basis) at the end of 2015.
We encourage employees to perform at their best, and create an environment to make that
possible. We also encourage employees to speak up, and reflect our purpose and values in the
decisions we make and how we make them, as these decisions shape the future of our customers
and colleagues. We also concern of our employee relations, diversity and inclusion, employee
development, employee remuneration policy etc.

A detail review of Human Resources Management of the Bank is included in this Annual Report.

Going Concern

The Directors considered it appropriate to prepare the financial statements on the going concern
basis. Going concern is one of the fundamental assumptions in accounting on the basis of which
financial statements are prepared. Financial statements are prepared assuming that a business entity
will continue to operate in the foreseeable future without the need or intention on the part of
management to liquidate the entity or to significantly curtail its operational activities. Therefore, it is
assumed that the entity will realize its assets and settle its obligations in the normal course of the
business. It is the responsibility of the management of a bank to determine whether the going
concern assumption is appropriate in the preparation of financial statements. The Management of
Pubali Bank Ltd. has calculated all the ratios related to the maintenance of regulatory capital &
liquidity such as CRAR, LCR, NSFR, Leverage ratio, CRR & SLR and assessed adequacy of bank's
liquidity as per structured liquidity profile, and has performed stress testing to determine bank's
shock absorbent capacity in different distress scenario. All the ratios and results thus calculated
reveal that Pubali Bank Ltd. is running well above the level of different parameters set by the
respective guidelines of Bangladesh Bank. A detail review of Going Concern of the Bank is included in
this Annual Report.

Declaration of the Compliance of BSEC Notification

The Board is responsible to present a true and fair view of the Company's financial performance and
position as a part of good governance and to that end the Directors confirm to the best of their
knowledge that the following disclosures are made in compliance of certain provisions contained in
the BSEC Notification dated August 7, 2012.

a) The financial statements prepared by the management present fairly its state of affairs, the
result of its operations, cash flows and changes in equity.
b} Proper books of account of bank's have been maintained.

¢) Appropriate accounting policies have been consistently applied in preparation of the
financial statements and that the accounting estimates are based on reasonable and
prudent judgment.

62 Pubali Bank Limited | Annual Report 2017




Directors' Report

d) Bangladesh Accounting Standards (BAS)/Bangladesh Financial Reporting Standards (BFRS)
as applicable in Bangladesh have been followed in preparation of the financial statements
and any departure there-from has been adequately disclosed.

e) The system of internal control in the Bank is sound in design and has been effectively
implemented and monitored.

f) There are no doubt upon the Bank's ability to continue as a going concern,

As required under BSEC's Corporate Governance Guidelines, the Directors further confirm that the
Chief Executive Officer (CEO) and the Chief Financial Officer (CFO) have certified to the Board the
following:

e they have reviewed the Financial Statements and that these statements do not contain any
materially untrue statement or omit any material fact or contain statements that might be
misleading;

e they have reviewed the financial statements and believe that these statements together
present a true and fair view of the Bank’s affairs and are in compliance with the existing
accounting standards and applicable laws; and

e there are, to the best of their knowledge and belief, no transactions entered into by the
Bank during the year which are fraudulent, illegal or in violation of the Bank's Code of
Conduct.

Declaration of Dividend

The Board of Directors gives utmost importance on the principles of sharing good achievements with
valuable shareholders of the Bank. The Board of Directors has recommended 10% Stock Dividend for
all shareholders of the bank out of profit on the basis of audited accounts for the year 31st
December 2017 subject to approval by the shareholders in the 35th Annual General Meeting.

Audit & Inspection

Audit & Inspection Division of the Bank is working with a view to minimizing the operational risk and
motivating the Human Resources to be more ethical on discharging their day to day banking
activities.

Earlier Risk Based Audit Plan-2017 approved by the Board of Directors. Accordingly, Audit &
Inspection Division conducted Comprehensive Audit on 367 Branches (15 High Risk, 186 Medium
Risk, and 166 Low Risk Branches). In addition to the above, thorough audit on a Subsidiary Company
(Pubali Bank Securities Limited), 02 Principal Offices, 18 Regional Offices, 19 Divisions of HO, 2
Offshore Banking Units, 24 Surprise Inspections on 8 High Risk Corporate Branches and Inspection on
ICT Security on 78 Low Risk Branches were completed in the year 2017.

Furthermore, thorough Investigations were conducted into the specified irregularities occurred in
the year 2017. Moreover, Principal Offices and Regional Offices conducted Surprise Inspections and
Surprise Visits on the Branches under their control. Bangladesh Bank from their different Offices also
conducted Comprehensive Inspection on our different Branches as well as Head Office, the follow-up
of which is being carried out by Audit & Inspection Division for compliance and regularization.
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Overall Branch-wise information and the significant findings & deficiencies identified/detected
during the audit & inspection notified to the Management as well as the Audit Committee of the
Board of Directors time to time. Subsequent follow-up of Audit & Inspection reports done to ensure
regularization. On the basis of the gravity of the irregularities/lapses, necessary preventive measures
and disciplinary/ administrative actions have been taken to safeguard Bank interest. Field is usually
asked to bring down NPL found higher by way of recovery, settlement and initiating legal action to
ensure better asset quality. In case of need a follow-up report placed before the Management & the
Audit Committee of the Board for perusal and guidelines.

IT & Automation

ICT Operation Framework secures qualitative and error-free implementation and management of
daily banking operation, prompt support services against PIBS, PMS, BACH, BEFTN, Network, System,
etc and assure all stakeholders with confidence that ICT processes are harmonized securely with the
Bank's requirements and risks are effectively managed and mitigated within the Banking Operation
System that results In increased transaction volume, customer base as well as market share.

Pubali Bank Limited has been extending customer services at all of our 465 branches using our in-
house developed core banking software, Pubali Integrated Banking System (PIBS} under network
environment. Real Time Centralized Online Banking System has been developed and deployed in all
of 465 branches across the country. The Online Banking Network of Pubali Bank Limited has become
the largest one in the banking sector of Bangladesh.

The efficient members of the Software, Network and Hardware Support Unit at ICT Operation
Division are extending quick support to the branches to solve any software/operational problems in
banking software. Besides, ICT Operation Division is modifying, strengthening and enhancing our
core banking solutions, PIBS, according to demand, which is being notified to branches through
various circulars.

One Stop Service has been Implemented at all of our branches to ensure better and quick customer
services. Hardware Engineers have also been posted in each of our Regional Offices for quick
solution to the hardware problems of the branches under the Region. Besides, passing power has
been incorporated in PIBS to comply business requirements and to ensure higher security in Banking
operation.

To encourage incoming foreign remittances, all of our branches have been brought under the
network of Western Union Money Transfer, MoneyGram, Transfast, Xpress Money Services, Ria,
Pravu Money Transfer, Placid Express etc. in addition to receiving Foreign TTs from different
Exchange Houses abroad. Besides, we have developed an online payment module through which
branches can pay remittances (Cash/ Account Payee) to customers quickly.

We have launched our Internet Banking System using our in-house developed software and we are
extending this services to the customers of our all Online Branches. Security of the transmitted data
by encryption/decryption has been ensured through agreement with VeriSign Secured Site Pro. Our
Software Development Division Is working on development of software for Mobile Banking, SMS
Banking and Agent Banking.

We have participated in the Real Time Gross Settlement (RTGS) from its inception as a pioneer bank
through our in-house developed software, PIBS.
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We have established our Data Center at ICT Operation Division, Head Office and Disaster Recovery
Center at Uttara, Dhaka. Banking Data of our all the Online Branches are being stored both at our
Data Center and Disaster Recovery Center simultaneously to ensure business continuity even in
disaster. Moreover, we have recently added Exadata storage solution for enhancing storage capacity
of our Data Center and Disaster Recovery Center that assured uninterrupted data availability for end
users and proliferated period end data processing speed.

We have successfully implemented Software for Bangladesh Automated Clearing House (BACH) and
Bangladesh Electronic Fund Transfer System (BEFTN), Credit Information Bureau (CIB) Reporting as
per guidelines of Bangladesh Bank.

We have Islamic Banking Window at our Principal Branch, Dhaka and at Dargagate Branch, Sylhet
using our in-house developed software, Pubali Integrated Islamic Banking System (PIIBS). Customers
of our Islamic banking windows can get selected services from any of our Online Branches through
Online Banking Network.

We have successfully implemented Active Directory Domain Services (ADDS) to centralize the
administrative control on OS user authentication complying with ICT Security Policy of our Bank.

ICT Operation Division has also launched secured file server for sharing the files among the officials
of branches, Regional offices, Principal Offices, Divisions and other offices for ensuring safety and
security of the Bank to restrict usage of pen drive, USB storage, portable hard drive, CD/DVD ROM
which are very vulnerable for virus and other threats for the Systems. The secured file sharing
system is already available for all ADDS users and restriction of usage any portable devices like pen
drive etc. has been implemented.

We have made an agreement with Election Commission (EC) to verify genuineness/correctness of
National ID of our all existing customers as well as new customers at the time of registration using
EC's Database. Moreover, ICT Operation Division has facilitated e-GP related services to our valued
customers In the line with the Management's goal to be the market leader in e-GP.

We have established our website https://www.pubalibangla.com where form the visitors can get
information about our products, charge schedule, career opportunities, procurement notices and
present status of our bank. The website is updated pericdically and also as and when required.
Communication through email among our Branches, Regional Offices and different Divisions of Head
Office under our own Mail Server at ICT Operation Division, Head Office has become quick and
easier.

ICT Operation Division, obtaining prior permission of the Management, introduced Offshore Banking
Units (OBU) of Pubali Bank Limited. In regard to banking products, OBUs are allowed to offer banking
services targeting selected group of clients and non-residents.

Pubali Monitoring System has been developed for different Divisions of Head Office, Regional
Offices and Principal Offices to monitor/observe the status of branch operation and performance
under their jurisdiction.

Pubali Bank Limited has upgraded its ICT Security Guideline considering the updated guideline of

Bangladesh Bank and introducing the security measures accordingly. Our achievements for
protecting our system and to ensure secured ICT environments are:
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1. Establish a standard ICT Security Policy and ICT Security Management.

2. Ensuring secured and stable setup of its ICT Infrastructure.

3. Establish a secured environment for data processing.

4. Establish a holistic approach for ICT Risk Management.

5. Identifying information security risks and their management.

6. Aware and train the users associated with managing the ICT Infrastructure.

7. Aware our users associated with operation about ICT Security on regular basis.

To ensure proper training to our officials and raising awareness among them, ICT Operation Division
arranged need based hands on training program at our Computer Lab daily in addition to
training/workshop arranged at Head Office Auditorium throughout the year. During the year 2017,
we conducted 138 training programs at our Computer Lab on 13 (Thirteen) different Topics/Modules
covering 2,915 participants and 02 (Two) Workshops on "Implementation of Credit Application and
Appraisal System" and "Bill Collection System for DPDC" at our Head Office Auditorium covering
544 participants from Branches/Regional Offices across the country.

Pubali Bank Limited is moving towards state of art technology platform and in such a scenario, we
are now at a stage of transforming Pubali Bank Limited to a paperless banking. ICT Operation Division
is working hard for achieving this objective within a short period of time.

Corporate Social Responsibilities

Corporate Social Responsibility (CSR) has been a long-standing commitment at our bank. In Pubali
Bank Limited, Corporate Social Responsibility (CSR) is taken very seriously. CSR activities are not
undertaken purely for public relations, it is a part and parcel of who we are and how we have worked
for decades. The Bank's contribution to social sector development includes several pioneering
interventions and is implemented through the involvement of stakeholders within the Bank and
through the broader community. Corporate Social Responsibility (CSR) of the Bank is oriented with a
view to helping the needy segment of the population of the society. Pubali Bank Limited believes in
socially equitable development. The Bank is committed to ensure environmentally sustainable
development. As a responsive corporate financial organization, the Bank has anchored its CSR
activities on health, education, disaster management, sports, arts & cultures and on many other
benevolent dimensions. Throughout the year 2017 the Bank participated in a numbers of CSR
activities which encompassed social, environmental, ethical & philanthropic activities. The Bank
undertook the voluntary contributions towards building a better society and cleaner environment
beyond its financial commitments and regulatory obligations.

Pubali Bank Limited distributed a huge number of blankets among the poor, shelterless and cold-
stricken people of the country through varlous organizations/societies. The Bank provided medical
assistance for the distressed and unprivileged people of the society.

The Bank donated good chunk of money in the following sectors in 2017.

Disaster Management BDT 8.56 Crore
Education BDT 2.75 Crore
Health BDT 0.37 Crore
Arts & Culture BDT 0.16 Crore
Others BDT 2.20 Crore
Total 14.10 Crore
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This report further encloses a detailed discussion on "Corporate Social Responsibility” under the
Report of Corporate Social Responsibility.

Contribution to National Exchequer

During the year 2017, Pubali Bank Limited contributed BDT 3,259.44 million as taxes to the national
exchequer. This represents a decrease of BDT 139.54 million. The Bank will continue to support
Government's proposals that help to establish a sustainable level of tax contribution to the National
Exchequer,
The bank’s contributions to the National Exchequer for the last five (5) years are given below:

(BDT in million)

Year 2017 2016 2015 2014 2013
Contribution 3259.44 3398.98 2621.77 3837.80 2963.63

Meeting of the Board of Directors

During the year 2017, total 44 nos of Board of Directors meeting, 2 nos of Executive Committee
meeting, 18 nos of Audit Committee meeting and 4 nos of Risk Management Committee meeting
were held. Dates for Board and other Meetings are decided in advance and notice of each Board
Meeting is served in writing well ahead of the meeting. The notice contains the detailed statement of
business to be transacted at each meeting. The Board meets for both scheduled meetings and on
other occasions to deal with urgent and important matters that require attention. A record of the
Directors' attendance at Board meetings during 2017 is set out on Report of Corporate Governance
of this Annual Report.

Remuneration of the Directors

The Bank does not pay any remuneration to its Directors. As per the BRPD Circular no. 11 dated
27/10/2013 that the Chairman may be provided an office-room, a personal secretary/assistant, one
peon/MLSS, one telephone at the office, one mobile phone to use inside the country and a vehicle in
the business-interest of the bank and no other facilities were availed by the Chairman. As per the
BRPD circular no.11 dated 04/10/2015 Directors are only paid fees, travel and hotel allowances for
attending the Board, EC, Audit Committee, Risk Management Committee and Shariah supervisory
committee meeting. Only Managing Director is paid salaries and allowances as per recommendation
of the Board and approval of Bangladesh Bank.

Appointment of Auditors

The Board of Directors recommended to re-appoint Hoda Vasi Chowdhury & Co., Chartered
Accountants and S. F. Ahmed & Co., Chartered Accountants as External Auditor for the year ended
December 31, 2018 subject to approval by the shareholders in the 35th AGM of the Bank. This
02(two) Chartered Accountant firms will audit the statement of accounts with due permission of
Bangladesh Bank & Bangladesh Securities and Exchange Commission (BSEC). They are eligible for re-
appointment, This 02(two) Chartered Accountants firms expressed their willingness for re-
appointment.
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Dividend

The Board of Directors has recommended 10% Stock Dividend for all entitled shareholders of the
bank out of profit on the basis of audited accounts for the year ended 31st December 2017 subject
to approval in the 35th Annual General Meeting.

Annual General Meeting

The 35th Annual General Meeting (AGM) of the Bank will be held on May 10, 2018 at 10.30 AM at
Pubali Bank Auditorium, Head Office, 26 Dilkusha C/A, Dhaka.

Expectations in 2018

The Bank has put stress on the business target fixed up for the year 2018. The Bank put emphasis on
retail banking business and to increase the small sized loans portfolio. The target of Deposits and
Advances are projected to be increased by 17.81% and 14.04% respectively and Import, Export and
Remittance businesses are expected to rise by 16.50%, 19.63% and 23.05% respectively and
operating profit target fixed for Tk.1,100.00 crore which is expected to be increased by 20.54%.
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Corporate Governance Report

REPORT OF THE CORPORATE GOVERNANCE

Corporate Governance Framwork

Pubali Bank Limited Corporate Governance framework has been developed and enhanced based on
the basic principles and best practices outlined in the following:

Bangladesh Securities and Exchange Commission (BSEC) Notification on Corporate Governance;
The Companies Act 1994 and other applicable regulations of Bangladesh;

The Bank Companies Act, 1991 (Amended upto 2018);

Dhaka and Chittagong Stock Exchanges Listing Regulations, 2015;

Laws of the land;

Standards of Business Conduct, Policies and Guidelines of the Bank;

Statement of Risk Management Internal Control of the Bank;

Statement of Delegated Authorities of the Bank; and

Local and global best practices.

The Bank has always strived to maintain the highest standards of corporate governance and business
conduct so as to create and maintain sustainable shareholders' value, safeguard stakeholders'
interest and maintain investors' trust and confidence. The Bank's corporate governance structure
comprises of the Shareholders, the Board, Bank Management, Regulatory Authorities, Independent
External Auditors and the Employees. The Bank, at the same time, expects acts of honesty and
integrity from its Board of Directors, employees and stakeholders.

Corporate Governance Practices

The Bank regularly provides a complete set of financial statements and relevant documents to the
Bangladesh Bank, Bangladesh Securities and Exchange Commission (BSEC), Stock Exchanges, National
Board of Revenue (NBR), Registrar of Joint Stock Companies & Firms (RISC&F) and all other relevant
bodies and authorities. The Bank also takes various initiatives to conduct awareness sessions on
existing and proposed laws to ensure compliance throughout the bank. Overall, Pubali Bank Limited
has always strived to remain a fully compliant bank accommeodating every possible way and strategy
to ensure the same.

Board of Directors, Chairman and CEO
Policy on Appointment of Directors

Pubali Bank complies with the requirement of Bangladesh Bank and Bangladesh Securities and
Exchange Commission (BSEC) for appointment of Directors. As per regulations, all Directors, except
nominated, independent or alternate director, maintain at least 2% shares in the Bank.

As per the Companies Act 1994, one-third of the Directors retire and if eligible, place themselves for
reappointment which is approved in the Annual General Meeting.

As per the Bank Companies Act 1991 (As amended in 2018), maximum four members from the same
family can be directors of any bank and the Directors can hold their posts for nine years
consecutively.

An Independent Director is also appointed for three years term which can be extended by one term
subject to approval by the Shareholders in the AGM. For appointment of an Independent Director,
the approval of BSEC is obtained to comply with its requirement.

All appointments of the Board is made subject to approval of Bangladesh Bank.
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The Managing Director & CEO is also appointed subject to the approval received from Bangladesh
Bank. However, unlike other Directors, he is not subject to retire as long as he remains Managing
Director.

Ownership Composition

SL Type of Owners 31.12.2017 31.12.2016

No. of Shares % to Total No. of Shares % to Total
Held Shares Held
28,57,39,769 30.05 25,42,69,222
2 General Public 43,37,48,366 45.62 40,45,68,730 45.96
3 Institutions 23,13,15,581 24.33 22,15,35,860 25.16
Total 95,08,03,716 100% 88,03,73,812 100%
Pattern of Shareholdings

i) Shares held by Parent/Subsidiary/Associated Companies and other related Parties: Nil

il) Shareholding of CEO, CS, CFO & Head of Internal Audit (HIA) and their spouses and minor
children: Nil

SL | Designated Executives | %of Shares as on 31.12.2017
1 | Chief Executive Officer and his spouse and minor children Nil
2 | Company Secretary and his spouse and minor children NIl
3 | Chief Financial Officer and his spouse and minor children Nil
4 | Head of Internal Audit and his spouse and minor children Nil

iii) Shareholding structure of directors is as follows:

No. of % of

Shares Held | total

shares
1 | Mr. Habibur Rahman Chairman 1,90,30,249 | 2.00
2 | Mr.Fahim Ahmed Faruk | yice-Chairman 1,95,11,408 | 2.05

Chowdhury

3 | Mr. AzizurRahman Vice-Chairman 2,0667,72% | 217
4 | Mr. Syed Moazzem Hussain | Director 1,90,45,962 | 2.00
5 | Mr. Moniruddin Ahmed Director 3,09,72303 | 3.26
6 | Mr. Ahmed Shafi Choudhury | Director | Nominated by Transcom Limited 1,91,47,478 | 201
Personal 77,213 0.01

Puball Bank Limited | Annual Report 2017 71




Corporate Governance Report

No. of % of
Shares Held | total
shares
7 | Mr. Monzurur Rahman Director 1,90,16,773 | 2.00
8 | Ms. Rumana Sharif Director | Nominated by Delta Life 4,75,43,883 | 5,00
Insurance Co. Ltd.
Personal 51,801 0.01
9 | Mr. M. Kabiruzzaman Yaqub | Director 1,90,18,672 | 2.00
FCMA (UK), CGMA
10 | Mr. Musa Ahmed Director 1,90,62,223 | 2.00
11 | Mr. Md. Abdur Razzak Director | Nominated by Thats It Fashions Ltd. | 3,32,78,000 | 3.50
ondal
w Personal 3,00000 | 003
12 | Ms. Rana Laila Hafiz Director 1,90,16,075 | 2.00
13 | Dr. Shahdeen Malik Independent Director - -
14 | Mr. M. Azizul Hug Independent Director - -
Total 28,57,39,76% 30.04

iv) Shareholding of Senior Executives (Top five salaried executives other than CEO, CFO, CS, HIA):

SL ' Name of Executives ‘ % of shares as at 31.12.2017

1 Mr. Safiul Alam Khan Chowdhury Nil
2 Mr. Mohammad Al Nil
3 Mr. Akhtar Hamid Khan Nil
o Mr. Mukhtar Ahmed Nil
5 Mr. Syed Aziz Ahmed Nil

v) Shareholders holding ten percent (10%) or more voting interest in the Bank (name wise
details) - Nil

Board of Directors

The following twelve (12) Directors are continuing as member in the Board.

i)  Mr. Habibur Rahman

ii)  Mr. Fahim Ahmed Faruk Chowdhury
iii)  Mr. Azizur Rahman

iv)  Mr. Moniruddin Ahmed

v)  Mr Syed Moazzem Hussain

vi)  Mr. Monzurur Rahman
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ix)  Mr. M. Kabiruzzaman Yaqub FCMA (UK), CGMA

x) Mr. Musa Ahmed

Xxi)  Mr. Md. Abdur Razzak Mondal

xii)  Ms. Rana Laila Hafiz

The brief resume of the above Directors in compliance of Notification No. SEC/CMRRCD/2006-
158/134/Admin/44 dated 07 August, 2012 of Bangladesh Securities and Exchange Commission (BSEC)
is appended in the Directors' Profile of the Annual Report. Other information about them as per
requirement of the aforesaid Notification is given below.

Expertise

Memberships Directors in

Mr. Habibur Rahman

Mr. Fahim Ahmed Faruk
Chowdhury

Banking
Activities

Banking
Activities

Prominent
Business
Entrepreneur

“ Delta Medical College
and Hospital

Pubali Bank Securities
Ltd.

Global Pharmaceutical
Company Ltd.

Risk Management Chittagong Electric
Committee Manufacturing Co. Ltd.

F.A.C Eastern Enterprise
Ltd.

Ranks FC Properties Ltd.
FC Holdings Ltd.

CEM Readymix
Concrete Ltd.

CEM UPVC Ltd.

Surgiscope Hospital Pvt.
Ltd.

Globex Pharmaceuticals
Ltd.

Euro Petro Product Ltd.
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Name Expertise Memberships Directors in
Mr. Azizur Rahman Banking Risk Management Pubali Bank Securities
Activities Committee Ltd.
Prominent National Ceramic
Business Industries Ltd.
Exiapranecy Dressmen Fashionwear
Ltd.
Mr. Moniruddin Ahmed Banking Executive Committee | Pubali Bank Securities
Activities Ltd.
Mr. Syed Moazzem Hussain :2::::‘:5 ; Prinoa Corporation Lid.
Moazzem Knit & Dyeing
Prominent Industry Ltd.
Business
Entrepreneur
Mr. Monzurur Rahman Rema Tea Com Ltd.
:’;"!"F Audit Committee oy
ivities y
Delta Life Insurance
Prominent Company Ltd.
Business
Entrepreneur LafargeHolcim Cement
Ltd.
Mr. Ahmed Shafi Banking Audit Committee Pubali Bank Securities
Choudhury Actlvities Ltd.
Bangladesh Lamps Ltd.
ESKAYEF
- | Pharmaceuticals Ltd.
Ms. Rumana Sharif Banking Executive Committee | -
Activities
-
Accounting
Mr. M. Kabiruzzaman Audit Committee & Imagine Propertles Ltd
Yaqub FCMA (UK), CGMA Professional Fo ’
Banking Risk Management Pubali Bank Securities
Activities Committee Ltd.
Prominent
Business
Entrepreneur
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Name Expertise Memberships Directors in
Mr. Musa Ahmed Banking Executive Committee  Popular Jute Exchange
Activities Ltd.
Prominent Popular Jute Mills Ltd.
:““"’"s Comilla Food and Allied
ntrepreneur Ind. Ltd.
Popular Food and allied
Ind. Co. Ltd.
Tejgaon Engineering
and Construction Co.
Ltd.
Mr. Md. Abdur Razzak Banking Risk Management Thats It Fashions Ltd. (as
Mondal Activities Committee a nominee)
Ms. Rana Laila Hafiz Banking Executive Committee  Pubali Bank Securities
Activities Ltd.
Prominent
Business
Entrepreneur

Non-Executive Directors

The Managing Director is the only Executive Director on the Board of Directors of the Bank. All other
Directors including the Chairman are the Non-Executive Directors.

Independent Directors

Independent director means a director who does not have any related business, hold any managerial
position or have any beneficial interest in financial institutions that may affect his/ her independent
decision. Independent Directors should be business acumen, knowledgeable individuals of proven
integrity who are able to ensure compliance with financial, regulatory and corporate laws and make a
meaningful contribution towards the business.

In compliance with the Corporate Governance Guidelines of Bangladesh Securities and Exchange
Commission (BSEC) and as per Section-15(9) of Bank Companies (Amendment) Act-2018 regarding
appointment of New Directors and the guidelines given by Bangladesh Bank in BRPD Circular No.11
dated 27 October, 2013, the Bank appointed 2 (two) Independent Directors observing all required
formalities.

Under BSEC's Corporate Governance Guidelines 2012, one of our Independent Director Mr. Khurshid-
ul-Alam completed his two (02) term and the Board of Directors of Pubali Bank Limited appointed Mr.
M. Azizul Huq as Independent Director. Bangladesh Securities and Exchange Commission (BSEC) and
Bangladesh Bank approved his appointment. The Shareholders will approve the said appointment in
the Annual General Meeting. Accordingly, the appointment of Mr. M. Azizul Hugq is to be confirmed at
the ensuing 35th AGM of the Company.
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Role of Independent Directors

v

v

The Independent Directors can provide guidance for management's decisions and ensure a
focus on the investors' interest over those of the management;

The powers of Independent Directors are not merely persuasive. Statute bestows upon them
the power of the vote which is much more effective than mere persuasive power of words;

Independent Directors have a large role to play in the shaping of the board's agenda and
decisions. They are in a position to direct the board's attention to matters which require
detailed analysis and review;

Independent Directors can ensure that the tone and tenor of the board's discussions and
decisions are in conformity with the stewardship function of the board and management;

Independent Directors should also conduct periodic executive sessions without management
being present so that they can discuss and debate issues in an open and frank manner;

The actions of the Independent Directors should demonstrate ethics, integrity, honesty and
transparency;

Executive compensation is another area where leadership of Independent Directors is sought;
Independent Directors can play a very Important part in the area of compliance and

Corporate Governance. Corporate Governance will continue to be primary responsibility of
Independent Directors;

Rules and regulations alone cannot ensure that companies are clean and honest. There
should be an atmosphere of ethical conduct and a proper mind set to do the right thing;

The Independent Directors have a great responsibility to create, preserve and strengthen the
ethical and moral fabric of the company;

Independent Directors should serve as independent watchdogs serving the interests of
shareholders; and

Shareholders rely on Independent Directors to protect their interests, address conflict of
interest and to ensure that shareholders and the business is managed properly by
management.

Independent Director as Effective instrument of Governance such as follows:

76

4
v/
v
v

Helps to improve the standard of corporate governance;
With better accountability to stakeholders;
Transparency in the operational activities by adequate and meaningful disclosures;

Induction of Independent Directors is expected to qualitatively change the composition of the
Board.
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Declaration of independence

Every Independent Director (ID) shall at first meeting of the Board in every financial year or whenever
there is any change In the circumstances which may affect his status as an Independent Director,
needs a declaration that he meets the criteria of independence mentioned in the Bangladesh
Securities and Exchange Commission (BSEC) Notification No. SEC/CMRRCD/2006-158/134/admin/44
dated 7 August 2012. Contents of such declaration are stated below:

v 1D holds less than one percent (1%) shares of the total paid up shares in the bank;

v ID is not a sponsor of the Company, nor connected (on the basis of family relationship) with
any of the bank's sponsors, directors or shareholder who holds one percent (1%) or more of
the total paid-up shares of the bank;

v ID does not have any other relationship, whether pecuniary or otherwise, with the Company
or its subsidiary / associated companies;

v ID is not a member, director or officer of any stock exchange;

v 1D is not a shareholder, director or officer of any member of stock exchange or capital markets
intermediary;

v ID is currently not and have not been acting as a partner or executive of the Company's
statutory audit firm, during the preceding 3 (three) years;

<

ID Is not an Independent Director in more than 3 (three) listed companies;

v' ID has not been convicted by a court of competent jurisdiction as a defaulter in payment of
any loan to a Bank or a Non-Bank Financial Institution (NBFl); and

v 1D has not been convicted for a criminal offence involving moral turpitude.
Chairman's Independence

In compliance with Bangladesh Bank BRPD Circular No. 11 and Circular Letter No. 18 dated 27
October 2013 and Clause 1.4 of BSEC CG Guidelines dated 07 August 2012, we report that the
Chairman of the Board Mr. Habibur Rahman has been elected from among the Directors and there
are clear and defined roles and responsibilities of the Chairman and the Chief Executive Officer Mr.
Md. Abdul Halim Chowdhury.

Chairman and the CEO

The Chairman is independent of the CEO, and this has been in practice since inception of the Bank.
The Chairman and the CEO of Pubali Bank Limited are separate persons. This also complies with
Section 1.4 of the BSEC's notification on Corporate Governance Guidelines.

Independence of the Non-Executive Directors

All the Directors except the Managing Director are non-executive Directors in the Board. None of the

Directors takes part in the day to day affairs of the Company. They attend only the Board/ Committee
meetings to discuss the agenda reserved for the Board/Committees.
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Role and Responsibilities of the Board of Directors
Structure of the Board

According to Clauses 80(a) of the Articles of Association of Pubali Bank Limited, the Board of
Directors (BoD) currently comprises 15 directors among whom 14 (fourteen) are Non-executive
directors including the Chairman and 1 (one) is the Managing Director (Ex-Officio). The existing BoD
of the Bank includes two Independent Directors as prescribed in the BSEC Corporate Governance
Guidelines and Section 15 of Bank Companies Act 1991 (amended up to 2018).

Role and Responsibilities of the Board

The major roles and responsibilities of the Board, among others, are to set the vision, mission and
policies of the Bank and to determine the goals, objectives and strategies to ensure efficient
utilization of the Bank's resources. The roles and responsibilities of the Board of Directors are
outlined below (but not limited to) in compliance with Bangladesh Bank BRPD Circular No. 11 dated
27 October 2013:

e Work planning and strategic management
Lending and Risk Management

Internal Control Management

Human Resources Management and Development
Financial Management

Formation of Supporting Committees
Appointment of Independent Directors
Appointment of Alternate Directors

Appointment of Managing Director & CEQ

Role and Responsibilities of the Chairman of the Board

To set out the following responsibilities, BRPD Circular No. 11 dated 27 October 2013 issued by
Bangladesh Bank and Corporate Governance Notification issued by BSEC on 07 August 2012 has been
taken into consideration. His main responsibilities are to:

@ As the Chairman of the Board of Directors (or Chairman of any Committee formed by the
Board of Directors) does not personally possess the jurisdiction to apply policy making or
executive authority, he shall not participate in or interfere into the administration or
operational and routine affairs of the bank,

e The Chairman may conduct on-site inspection of any branch or financing activities under the
purview of the oversight responsibilities of the Board. He may call for any information
relating to bank's operation or ask for investigation into any such affairs; he may submit such
information or investigation report to the meeting of the Board or the Executive Committee
and if deemed necessary, with the approval of the Board, he shall take necessary action
thereon in accordance with the set rules through the CEO. However, any complaint against
the CEO shall have to be apprised by the Bangladesh Bank through the Board along with the
statement of the CEO.

e Ensure non-intervention of any Director in the routine affairs of the Bank.
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e Ensure compliance with corporate governance requirements of regulatory bodies.
e Bring policies for Board's deliberations and consideration for Bank's reforms and development.
e Determine sense of direction for the Bank, etc.

Besides this, the Chairman may/shall assume any other responsibility if the Board assigns within the
purview of the Rules, Regulations, Acts and Articles of the Bank.

Appraisal of Board's Performance

At AGM shareholders critically appraise the performance of the Board and evaluate financial position
and performance of the bank, its adequacy and effectiveness of internal control system and overall
governance mechanisms. The shareholders also ask questions and make queries to the BoD during
AGM and the Chairman of BoD gives a patient hearing and responds to all their queries. The
performance of the Board is appraised based on certain parameters such as shareholder return,
share price, return on capital employed, earnings per share etc. of the bank. The attendance of
Directors and their active participation in the meeting on various agenda is ensured in every Board
meeting.

Role and Responsibilities of the Managing Director & CEO

e In terms of the financial, business and administrative authorities vested upon him by the
board, the CEO shall discharge his own responsibilities. He shall remain accountable for
achievement of financial and other business targets by means of business plans, efficient
implementation thereof and prudent administrative and financial management.

® The CEO shall ensure compliance of the Bank Companies Act, 1991 and/or other relevant laws
and regulations in discharge of routine functions of the bank.

® The CEO shall include information on violation of any law, rules, regulation including Bank
Companies Act, 1991 while presenting memos before the Board or the committee formed by
the board.

® CEO will provide all sorts of information to Bangladesh Bank about the violation of Bank
Companies Act, 1991 and/ or any violation of Laws, rules and regulations.

@ The recruitment and promotion of all staff of the bank except those in the two tiers below
him shall rest on the CEO. He shall act in such cases in accordance with the approved service
rules on the basis of the human resources policy and sanctioned strength of employees as
approved by the board. The board or the chairman of any committee of the board or any
director shall not get involved or interfere into such affairs.

e The authority relating to transfer of and disciplinary measures against the staff, except those
at two tier below the CEO, shall rest on him, which he shall apply in accordance with the
approved service rules. Besides, under the purview of the human resources policy as
approved by the board, he shall nominate officers for training.

Besides, the Managing Director shall assume any other responsibility if the Board assigns within the
purview of the Rules, Regulations, Acts and Articles of the Bank.
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Annual Evaluation of Performance of the Managing Director & CED of the Bank

There is a 5 year Strategic Priorities & Action Plan (KPI) for the evaluation of the CEO on an annual
basis and it is revised from time to time by the Board.

The CEO Is evaluated on an annual basis and is also given KP!'s for the years ahead. The Board has the
authority to evaluate the CEO whenever it wishes so. In our bank, CEO is usually evaluated after his
term, and on the basis of his evaluation, reappointment for another term is considered by the Board.

At the beginning of the year, the Board participates in extensive discussions with the Managing
Director and decides on financial and non-financial objectives. The annual financial budget is
considered and decided by the Board at the opening of the financial year. The business and financial
goals are assessed each quarter with actual accomplishments by the Board. The non-financial
successes are also evaluated by the Board in each quarter. Furthermore, a yearly appraisal and
assessment of the accomplishments of goals are made at the end of the year along with deviations.

A few mentionable KPIs for the CEO are to meet the annual budgetary targets of the Bank which was
approved by the Board, maximize shareholders value through desired ROA, ROIl, ROE and EPS as per
expectation of the Board, sustainable growth on investment and revenue for the Bank, gradually
reducing the NPL ratio and improvement in the score for CAMELS rating.

Policy on Training of Directors

Most of the Directors of the Bank are on the Board for many years. They have acquired enough
knowledge and acumen to lead the Bank well to the path of progress. The latest legislations on the
financial sector and directives of the regulatory bodies are made available to them for their instant
Information in order that they can discharge their responsibilities effectively. They also participate in
the programs and seminars organized by various professional bodies at home and abroad on
business, economic, technical, professional and corporate governance issues.

Directors' Knowledge and Expertise in Finance and Accounting

The Board of Directors of Pubali Bank Limited consists of highly qualified and experienced individuals.
They are well conversant in Banking Business as well as administration. It is their practical
experiences and theoretical knowledge on their respective fields that make them take appropriate
decisions at the crucial time. The Board of Directors of Pubali Bank Limited is an excellent
amalgamation of versatile individuals. Some of the honorable Directors, besides having Business
degrees from home and foreign renowned universities and huge practical experiences from financial
sector have reputation as prominent lawyers and business administrators,

Directors' Report in Compliance with Best Practices on Corporate Governance
The status of compliance with corporate governance guidelines of Bangladesh Bank and Bangladesh

Securities and Exchange Commission has been given hereafter. Itrat Hussain & Associates, Chartered
Secretaries, duly certified the Bank's Compliance Status which is re-produced in a page hereafter.
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Board meetings and attendance
pEENCE of Directo
. hnes. D g the | H pratic nNe Mato
1 | Mr. Habibur Rahman Chairman 44 41 3 7200 X41 BDT 2,95,200.00
2 | Mr. Fahim Ahmed Faruk Vice-Chairman | 44 29 15 7200 X29 BDT 2,08,800.00
Chowdhury
3 | Mr. Azizur Rahman Vice-Chairman | 44 34 10 7200 X34 BDT 2,44,800.00
4 | Mr. Moniruddin Ahmed Director 44 39 5 7200 X39 BDT 2,80,800.00
5 | Mr. Syed Moazzem Hussain | Director 44 41 3 7200 X41 BDT 2,95,200.00
6 | Mr. Monzurur Rahman Director 44 41 3 7200 X41 BDT 2,95,200.00
7 | Mr. Ahmed Shafi Choudhury | Director A4 A4 - 7200 X 44 BODT 3,16,800.00
8 | Ms. Rumana Sharif Director 44 37 7 7200 X 37 BDT 2,66,400.00
9 | Mr. M. Kabiruzzaman Yaqub | Director 44 37 7 7200 X 37 BDT 2,66,400.00
FCMA (UK), CGMA

10 | Mr. Musa Ahmed Director A4 = 44 2 =
11 | Mr. Md, Abdur Razzak Mondal | Director & 34 10 7200 X 34 BDT 2,44,800.00
12 | Ms, Rana Laila Hafiz Director 44 40 4 7200 X40 BDT 2,88,000.00
13 | Dr. Shahdeen Malik Independent | 44 28 16 7200 X28 BDT 2,01,600.00

Director
14 | Mr. M. Azizul Hug Independent | 44 17 27 7200 X17 BDT 1,22,400.00

Director

{Appointed on

June 27, 2017)
15 | Mr., Md. Abdul Halim Managing 44 42 2 — -

Related Party Transactions

The Bank in its ordinary course of business undertook financial transactions with some entities or
persons that fall within the definition of 'Related Party’ as contained in BAS 24 (Related Party
Disclosures) and relevant provisions of Bank Companies Act 1991 (amended up to 2018) and
Bangladesh Bank BRPD Circular No. 14 dated 25 June 2003. As on the reporting date, the Bank had
funded and non-funded exposures with its subsidiaries, non-funded exposures to some current and
ex-directors and credit card limit to some of its Directors. Besides, the Bank had procured some
goods and services from the entities of related party (ies) during 2017. Please refer to financial
statements for details of related party transactions.
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Board's Committees and their Responsibilities
The Board has constituted following 3(three) Committees:

Executive Committee

In compliance with the provisions contained in BRPD Circular No.11 dated 27 October, 2013,
the Board of Directors re-constituted the Executive Committee comprising 5 (five) members.
Company secretary of the bank is the secretary of the Executive Committee. To comply with
regulatory requirement, none of them are the members of Audit Committee of the Board.

The Executive Committee is a body to deliberate on generally important issues and matters
in the execution of operations of the Bank. The committee performs within the power
delegated to it by the Board of Directors. The resolution of the Executive Committee are
ratified by the Board of Directors. The minutes of the Executive Committee are sent to
Bangladesh Bank for their review.

Attendance of members of the Executive Committee in meetings

Presence of Directors in the
o Meetings, During their Tenure | Remuneration

1 | Mr. Moniruddin Ahmed Chairman 2 2 - 7200 X2 BDT 14,400.00
2 | Ms. Rumana Sharif Member 2 2 - 7200 X2 BDT 14,400.00
3 | Mr. Musa Ahmed Member 2 - 2 |- -
4 | Ms. Rana Laila Hafiz Member 2 1 1 | 7200X1 BDT 7,200.00
5 | Mr. Md. Abdul Halim Chowdhury | Ex-Officio 2 2 - - -

ii. Audit Committee

Composition of the Audit Committee:

Members of the Committee are nominated by the board from the directors in compliance
with the relevant provisions contained in BRPD Circular No.11 dated 27 October, 2013 of
Bangladesh Bank. The Committee consists of 5 (five) members, with 2 (two) independent
directors. As per rules, the Committee consists of directors, who are not Executive
Committee members. Company secretary of the bank is the secretary of the Audit
Committee,

Chairman is an independent Non-Executive Director

Mr. M. Azizul Hugq, the Chairman of the Audit Committee is a BSEC approved independent
non-executive director. He is not involved in the day to day operations of the Bank. He is an
experienced Individual and qualified to be the Chairman of the Audit Committee. He did MA
in Economics from Dhaka University. He was the founder CEO of Islami Bank Bangladesh Ltd.,
Social Investment Bank Ltd. and Islamic Finance and Investment Ltd. He acted as the Vice-
Chairman and Independent Director of Islami Bank Bangladesh Ltd.
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All members are suitably qualified

As per BRPD circular of Bangladesh Bank, integrity, dedication and opportunity to spare time
in the functions of the Committee are considered while nominating a director to the
Committee. Each member is capable of making valuable and effective contributions in the
functioning of the Committee. Members have adequate understanding of the detailed
responsibilities of the Committee as well as the bank's business, operations and its risks.
Professionally experienced persons in banking/ financial institutions, specially having
educational qualification in finance, management, economics, accounting get preference in
forming the Committee.

Conflict of Interest

The Code of Ethics and Business Conduct require all employees to avoid situations where
their personal interests conflict, or may appear to conflict with those of the Bank. Employees
are advised to take particular care when they are responsible for dealing with customers,
business associates, agents on behalf of the Bank. Any failure to disclose a conflict of interest
leads to a disciplinary action.

Recommendation for appointment of External Auditors

The Committee review the performance of the external auditors and their audit reports and
examine whether the findings and recommendations made by the external auditors are duly
considered by the management or not. The Audit Committee make scrutinizes the
applications of the auditors and recommendations to the board regarding the appointment
/reappointment of the external auditors.

Attendance of members of the Audit Committee in meetings

Presence of Directors in the
Meetings, During their Tenure | Remuneration | Remuneration
[Meeting | Drawn
1 | Mr. M. Azizul Hugq Chairman 18 9 9 7200 X9 BDT 64,800.00
(Appointed on
June 27, 2017)
2 | Mr. Monzurur Rahman Member 18 18 - 7200 X18 BDT 1,29,600.00
Mr. Ahmed Shafi Choudhury | Member 18 18 - 7200 X18 BDT 1,29,600.00
4 | Mr. M. Kabiruzzaman Yaqub | Member 18 14 4 7200 X14 BDT 1,00,800.00
FCMA {UK), CGMA
5 | Dr. Shahdeen Malik Member 18 12 6 7200 X12 BDT 86,400.00
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Services not provided by External Auditors

The services as are specifically barred in the Securities and Exchange Commission
Notification No. SEC/CMRRCD/2006-158/134/Admin/44 dated 07 August, 2012 are not
obtained from the external auditors. Pubali Bank Limited should not engage its
external/statutory auditors to perform the following services of the company; namely:-

(i) Appraisal or valuation services or fairness opinions.
(i) Financial information systems design and implementation.

(iii) Book-keeping or other services related to the accounting records or financial
statements.

(iv) Broker-dealer services.

(v) Actuarial services.

(vi) Internal audit services.

(vii) Any other service that the Audit Committee determines.

(viii} No partner or employees of the external auditors shall possess any share of the
bank they audit at least during the tenure of thelr audit assignment of the bank.

ii. Risk Management Committee

Attendance of members of the Risk Management Committee

Presence of Directors in the
Meetings, During their Tenure

1 | Mr. M. Kabiruzzaman Yaqub | Chairman & 4 - 7200X4 BDT 28,800.00
FCMA (UK}, CGMA
2 | Mr. Fahim Ahmed Faruk Member a 4 - 7200X4 BDT 28,800.00
Chowdhury
3 | Mr. Azizur Rahman Member 4 4 - 7200 X4 BDT 28,800.00
4 | Mr. Md. Abdur Razzak Mondal| Member q 2 2 7200X2 BDT 14,400.00
5 | Mr. M. Azizul Hug Member a 1 3 7200X1 BDT 7,200.00
(Appointed on
June 27, 2017)

Internal Control and Risk Management
Internal Control

Board of Directors of Pubali Bank Limited has the responsibility to ensure compliance at all levels in
the bank's day-to-day activities. The ICC Division ensures internal control structure in the Bank with
appropriate assignments, accountability of the personnel and delegation of authorities to functional
management to create control and ensure a compliance culture within the organization under the
active guidance and supervision of the Senior Management and the Board of Directors and its report
is submitted to the Board Audit Committee of the Bank.
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Establishment and Review of Internal Control System

The Bank's internal control system is designed at Board and Management levels to provide
reasonable assurance regarding the achievement of the bank's objectives in respect of effectiveness
and efficiency of operations, reliability (completeness and timeliness) of financial reporting and
management information, compliance with applicable laws, regulations and the Bank's policies. The
Bank has Its own internal auditors who are accountable to the Audit Committee and the
Management.

Identification of risk to which Pubali Bank Limited is exposed internally and externally

The risks related issues of the Bank are looked after by the Risk Management Committee of the
Board. A report on Risk Management is included in this Annual Report.

Vision, Mission and Strategy approved by the Board
Vision, Mission of the Bank

The vision, mission's statement and the strategy of the Bank have been included in the beginning
pages of the Annual Report. Those were approved by the Board. The Board firmly adheres to them.

ETHICS AND COMPLIANCE

Code of Conduct

Code of Conduct is an integral part of our daily life. Code of Conduct for Directors has been approved
by the Board of Directors. The Board's commitment is to establish high level of ethics and compliance
within the organization. Pubali Bank has a Code of Conduct for Bank's employees which are Integral
parts of the Service Rules and Regulation for the employees of the Bank. The employees of the Bank
comply with the code of conduct and requirements of ethical principles. It reflects the core values of
the bank and provides a clear guideline and principles for conducting fair business practice internally
and externally among the Customers, Government, Community, etc. It is one of the governance
documents, which helps employees to safeguard from any breach within the organization. The Code
of Conduct helps remind the employees from committing any form of violation and further refrain
from any kind of obligation.

The Bank has formulated different policies including Credit Policy, Purchase Policy and Rules, Finance
and Accounting Policy, Foreign Exchange Risk Management Policy, Internal Control & Compliance
Policy, Anti-money laundering policy and IT Manual/guideline. All these policies are followed and
supervised on the basis of own manual & guidelines of each encompassed field/Division.

Management Structure, Management Committees and their responsibilities

The Management headed by Managing Director and CEO is assisted by Additional Managing Director,
3 Deputy Managing Directors, 23 General Managers, 62 Deputy General Managers and 123 Assistant
General Managers along with Managing Director & CEO of Pubali Bank Securities Limited and
Principal of Pubali Bank Training Institute to run the business. The workflows are carried out by the
relevant divisions /departments /regional offices /branches of the Bank. The following committees
also assist the management:
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Management Committee (MANCOM): The MANCOM is comprised of Senior Management Members
headed by the Managing Director & CEO of the bank. The committee meets monthly to discuss
relevant agenda and take appropriate decision / action for running the Bank smoothly. The major
roles and responsibilities of MANCOM are as under:-

(1) Set a vision, mission and strategies of the Bank and for business units for effective
discharging of Management Responsibilities.

(2) Analysis of business and financial performance of the Bank.

(3) Consider and propose innovative products and services as well as Management
methodology and business strategies to the Board of Directors (If needed).

(4) Review and discuss policies and procedures of the Bank related to business; credit,
operations, administrations, HR, internal control and compliance etc. and make changes,
If necessary before taking to the Board (if needed).

(5) Additional Managing Director can preside over the MANCOM meeting in absence of MD.

Asset and Liability Management Committee (ALCO): Asset and Liability Management Committee
(ALCO), the committee of senior management headed by the Managing Director & CEO meets at
least once in @ month to set and review financial policy, position and risk exposures such as liquidity
risk, interest rate risk and foreign exchange risk. The ALCO of Pubali Bank Limited conducted 12
(Twelve) regular and 1 (One) special ALCO meetings during the year 2017 for implementation of
Asset and Liability Management in the bank. Country’s overall economic position, the bank's liquidity
position, ALM ratios, interest rate risk, deposit & advance growth, market interest rate, deposit &
lending pricing strategy, different forecasted balance sheet risks etc. are placed to ALCO meeting for
setting strategies and revamping previously taken strategies to cope with current and future market
scenario. The major roles and responsibilities of ALCO are as follows:

@ Reviewing balance sheet movements and taking measures for sound balance sheet
management.
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Forecasting interest rate and taking suitable strategies accordingly.

e Measuring liquidity of the Bank in various time buckets and taking strategic and
proactive actions to meet the requirements.

@ Monitoring status of ALM ratios and taking steps for compliance with these ratios.

@ Monitoring the interest rate risk of the Bank and taking actions to keep the interest rate
gap at the desired level.

e Monitoring the movement of macro variables and yield curve shift and taking strategy for
short, mid and long term interest rate risk management.

® Keeping the balance sheet mix at desired level.
@ Measuring and monitoring concentration risk, diversification and product profitability.

Credit Committee: Bank's Credit Committee formed consisting of 06 {six} members comprising the
Additional Managing Director, Deputy Managing Director, the Division Heads of Credit Division and
the Division Head of Law Division and Credit Administration, Monitoring & Recovery Division headed
by the Additional Managing Director as its Chairman acts as a Recommending Body for approval of
loan proposal for sanction, renewal and enhancement or decline in a rational manner after mutual
discussions through arguments about the feasibility, potentiality and profitability of the proposal
adhering to the interest of the Bank.

Task Force Committee: A Task Force Committee for recovery of classified loans, Write-off accounts is
constituted in the Head Office of the Bank with the Chairmanship of Managing Director and CEO. The
members are Additional Managing Director, Deputy Managing Directors, Head of Credit
Administration, Monitoring & Recovery Division, Law Division, Credit Division, Audit & Inspection
Division, CLS Division, Lease Financing Division, Monitoring Division, Compliance Division, Risk
Management Division and Deputy General Managers of Credit Administration, Monitoring &
Recovery Division and Credit Division. The committee holds meeting at Head Office in every two
months to evaluate the recovery position and formulate measures / steps for better recovery and
preventing further classification of loans. Stress is given on proper follow up and monitoring of loan
A/cs. The committee also extends discussion meetings with the borrowers at field level time to time
on quarterly basis to arrive at settlement of Bad loans/Write-off under BRPD guidelines.

Risk Management Committee at Management Level: The risk of the Bank may be defined as the
possibility of losses, financial or otherwise. The risk management of the Bank covers 06 core risks l.e.
Credit Risk, Internal Control & Compliance Risk, Money Laundering Risk, Asset Liability Management
Risk (Balance Sheet Risk), Foreign Exchange Risk and Information Technology Risk. Moreover, Residual
Risk, Concentration Risk, Liquidity Risk, Reputation Risk, Strategic Risk, Settlement Risk and
Environmental & Climate Change Risk are also brought into consideration. A separate Risk
Management Committee at Management level was formed headed by a Deputy Managing Director
where all Division Heads of Head Office are the members and the Division Head, Risk Management
Division is the member secretary. The Committee is responsible to our Honorable Managing Director
for compliance and implementation of the decisions. Risk Management papers along with minutes of
the monthly meeting are submitted to Bangladesh Bank on monthly and quarterly basis. Moreover
half yearly Comprehensive Risk Management Report is also submitted to Bangladesh Bank. As a part
of risk management, adequate capital is maintained against Credit Risk, Market Risk and Operational
Risk under Risk Based Capital Framework. A Supervisory Review Process (SRP) team was formed to
review, monitor and maintain adequate capital considering all relevant risks. Quarterly Stress Testing
is conducted to assess the impact of different risks associated with banking business on asset, liability
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& ultimately on capital.

Management Reporting System Committee: Management Reporting System Committee was formed
headed by Deputy Managing Director & CTO. In the meeting of Management Reporting System
Committee, Bank's MIS affairs are discussed and decisions are implemented. The Committee is
responsible to honorable Managing Director for implementation of the decisions. Our Software
Development Division has developed MIS for different divisions of Head Office which stimulates the
auto generation of information/reports for effective and timely decision making. Pubali Monitoring
System has been introduced for monitoring and follow-up. Divisions of Head Office can now monitor
different concerned affairs of the branches. Day by day, the system / MIS will be strengthened further
to meet all kinds of requirements.

Central Compliance Committee: To prevent money laundering & combat terrorist financing, a Central
Compliance Committee headed by Chief Anti-Money Laundering Compliance Officer (CAMLCO) was
formed. The functional unit of this Committee is liable for regulatory compliance related to money
laundering, terrorist financing, KYC, Cash Transaction Reporting (CTR), Suspicious Transaction
Reporting (STR), and Account & Transaction Monitoring. The functional unit of this Committee also
faces Bangladesh Bank's inspection in this regard at our Head Office and branch level. Before
establishing correspondent banking relationship with any bank/financial institution/exchange
company, the Unit evaluates the money laundering & terrorist financing prevention status of that
Institution. Correspondent banking relationship is only established upon receipt of desired
information and subject to our satisfaction. Every year Bangladesh Financial Intelligence unit of
Bangladesh Bank instructs our Bank to arrange lead bank workshop and regional conference in
different districts. Accordingly, lead bank workshop and regional conferences are arranged every year.
Every year, Management of our Bank approves an outreach training calendar on prevention of money
laundering and combating terrorist financing. Training is imparted according to the outreach training
calendar. All circulars of former Anti-Money Laundering Department and present BFIU of Bangladesh
Bank have been disseminated to the branches and regional offices for compliance. More over several
circulars/circular letters on this issue have been circulated. As per Bangladesh Bank's BFIU circular no.
19 dated, 17/09/2017, half yearly summary reports based on Self-assessment report and
Independent Testing Procedure of the branches are prepared and the same is placed before the
Management and submitted to Bangladesh Financial Intelligence Unit. Audit Committee of the Board
is appraised the Money Laundering Prevention Status of the Bank on quarterly basis. Moreover, as
per Reporting Cycle a memo is placed every year before the Risk Management Committee of the
Board. Sanctions screening has been introduced so that no black listed individual/entity can use our
Banking channel. As per BFIU instructions our bank has already revised uniformed account opening
form by which complete and accurate information of the client can be obtained. As part of money
laundering prevention and combating terrorist financing, our Bank has already prepared Customer
Selection Policy and the same has been disseminated for compliance.

Ethical Committee: In the present stage of globalization, ethical issue in banking sector is assumed of
great importance. Moreover behavioral norms of bank officials and customers are to be brought into
consideration since the banks deal with the deposits of countless customers. If the interest of the
depositors is in a vulnerable position, it may bring the economy to a halt. Considering the importance
of the issue and as per instruction of Bangladesh Bank, an Ethical Committee was formed headed by
Deputy Managing Director where all the Division Heads of Head Office are members and the Division
Head, Compliance Division is the Member Secretary and Focal Point Officer. The Committee is
responsible to our honorable Managing Director for implementation of the decisions. Monthly
meeting of Ethical Committee is arranged on regular basis and decisions are gradually implemented.
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Compliance Division has already prepared an ethical Banking work plan for the Bank. Report of
implementation status of ethical banking work plan along with minutes of monthly meeting is
submitted to Bangladesh Bank on quarterly basis.

Benefits provided to the Directors and the Managing Director

In accordance with the guidelines of Bangladesh Bank, the following facilities can only be given
to the Directors.

Chairman : | An office chamber, one Private Secretary / Office Assistant, a telephone in
office, one mobile phone for use within the country and a full time car.

Directors : | Fees and other facilities for attending each meeting of the Board or its
any Committee.

Managing Director | : | Only those benefits as are agreed upon in his contractual appointment and
as are approved by Bangladesh Bank.

Company Secretary

To ensure effective assimilation and timely flow of information required by the Board and to
maintain necessary liaison with Iinternal organs as well as external agencies, the Board has appointed
a Company Secretary. The Corporate Governance Guidelines issued by the Bangladesh Securities and
Exchange Commission (BSEC), also require a listed Company to appoint Company Secretary. In
pursuance of the same, the Board of Directors has appointed the Company Secretary and defined his
roles & responsibilities. In Pubali Bank Limited, among other functions, the Company Secretary:

v Performs as the bridge between the Board, Management and Shareholders on strategic and
statutory decisions and directions.

v Acts as a quality assurance agent in all information streams towards the Shareholders/Board.

v Is responsible for ensuring that appropriate Board procedures are followed and advises the
Board on Corporate Governance matters.

v Acts as the Disclosure Officer of the Company and monitors the compliance of the acts, rules,
regulations, notifications, guidelines, orders/directives, etc. issued by Bangladesh Bank, BSEC
or Stock Exchange(s) applicable to the conduct of the business activities of the bank so as to
protect the interests of the investors and other stakeholders.

Disclosure of key policies with regard to remuneration of directors, senior
management and employees

All employees including the Senior Management employees are paid competitive remuneration
package. The structure and level of remuneration are reviewed time to time based on Bank's
performance and affordability. The remuneration also stresses on ensuring internal and external pay
equity.

Lending to Directors, Controlling Shareholders or Employees

No lending has been made to the Directors/Controlling Shareholders of the Bank. However, the
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employees of the bank are entitled to House Building Loan, Consumer Loan, Car Loan, Consumer
Credit Scheme and Provident Fund Loan at arm's length basis.

Human Resource

The detalled discussion on Bank's Human Capital has been presented in this Annual Report.
Environmental and Social Obligations

Pubali Bank has Environmental & Social Risk Management Guidelines to understand and manage
risks arising from environmental & social concerns. This brought a focus on planning and
implementing policies and procedures to mitigate environmental risks associated with financing
decisions. Environmental & Social Risks are being considered as part of existing Credit Risk
Management methodology of the bank to assess the prospective borrower.

Sustainable Financing

Sustainable Finance Committee and Sustainable Finance Unit at Management level have been
formed to monitor & ensure best practice of Green Banking in its every sphere of actions. The
committee regularly reviews its actions for closer convergence towards related, national & global
best practice. Green Banking Policy has been designed based on Green Banking Policy of Bangladesh
Bank. The main concern of the policy is to ensure sustainability through environmental protection
from pollution by eco-friendly activities including investment. Pubali Bank Limited utilizing resources
for serving customers as well as society & environment.

Shareholders

i) Communications with Shareholders

We believe good Corporate Governance involves openness and trustful cooperation
between all stakeholders involved in the bank, including the owners of the bank-the
Shareholders. Information is communicated to the Shareholders regularly through a
number of forums and publications. Pubali Bank ensures that all shareholders are
notified at least 14 days before the AGM so that all shareholders may attend it. The bank
has adopted a detailed policy on information disclosure and communication in line with
the Corporate Governance guidelines and Listing Regulations, 2015 of both Exchanges. In
compliance with continuous disclosure requirements, the bank's policy is that
Shareholders will be informed in a routine manner of all major developments that impact
the business of the bank and also be able to make informed decisions. Pubali Bank
provides copies of Annual Reports in order that these are made available to them well in
advance for detailed and constructive discussion. The Board also structures these
meetings so that shareholders can vote on each agenda by proposing resolutions.

il) Information Disclosure

In accordance with the disclosure requirements, the Bank follows these three main forms of
information disclosure:
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v Continuous disclosure - which is its core disclosure and primary method of informing
the market and Shareholders;

v Perlodic disclosure - in the form of quarterly and yearly reporting of financial results
and other issues; and

v Event based disclosure - as and when required, of administrative and corporate
developments, usually through stock exchanges & press releases.

All information provided to BSEC and stock exchanges are immediately made available to
Shareholders and the market on the Company's Investor Relations section of the website:
www.pubalibangla.com.

iii) General Meeting

The General Meeting of the Shareholders is the supreme governing forum in Pubali Bank
Limited. The Bank recognizes the rights of Shareholders and the Shareholders' Iinterests are
primarily ensured through Pubali Bank's Annual General Meeting (AGM). Pubali Bank
ensures that all shareholders are notified at least 14 days before the AGM so that all
shareholders may attend it. Also all other types of accounts (Quarterly and Half yearly) or
information are updated on the website and notified to all stakeholders on a duly basis. The
Bank encourages shareholders' active participation in AGM and other General Meetings.
The Bank's General Meeting's provide a transparent and open platform for the shareholders
to communicate with the Board. The Board Members and Statutory Auditors attend AGM
to respond to the Shareholders' queries on the result or any other aspect of the Bank, if

any.
iv) Website

All financial results and key performance indicators as well as other relevant financial and
non-financial data are posted of the bank's website: www.pubalibangla.com.

Pubali Bank Limited believes in transparency and accountability to the society as a whole through
establishment of an efficient and effective Corporate Governance regime. The Bank also believes
that Corporate Governance Is a journey and not a destination and it needs to be continuously
developed, nurtured and adapted to meet the varying needs of a modern business house as well as
the justified aspirations of our valued investors, other stakeholders and the society at large.
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mm— | TRAT HUSAIN &Assocnmss N—

CHARTERED SECRETARIES INPRACTICE

CORPORATE GOVERNANCE COMPLIANCE CERTIFICATE

1. We have examined the compliance of conditions of Corporate Governance by
Pubali Bank Limited (“the Company”) for the period cnded 31 December, 2017
as per the Corporate Governance Guidelines issued by the Bangladesh Securities
and  Exchange Commission (BSEC) vide Notification No.
SEC/CMRRCD/2006-158/134/Admin 44 dated 7 August 2012,

2. The compliance of conditions of Corporate Governance is the responsibility of
the Management. Qur examination has been limited to a review of the procedures
and implementation thereof, adopted by the Company for ensuring the compliance
with the conditions of Corporate Governance, It is neither an audit nor an

expression of opinion on financial statements of the Company.

3. In our opinion and to the best of our information and according to the
explanation given to us and the representations made by the Management, we
certify that the Company has complied with the conditions of Corporate
Governance as stipulated in the BSEC notification mentioned sbove.

4, We further state that such compliance is neither an assurance as to the foture
viability of the Company nor the efficency or effectiveness with which the
Management has conducted the affairs of the Company.

P

Itrat Husain & Associates

Chartered Secretaries in Practice

Signed by : Itrat Husain FCMA, FCS

cmfﬁzcuuve Dhaka, 12 April, 2018

THE GLASS HOUSE | SE(B)-2 | 38 Guishan Averme | Gulshan 1 | Dhaks 1212
Cell: 01713092222 | Email: itratshahed@gmail.com
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2“ 17 LONG TERM  SHORT TERM Rati i g

The Bank completed its credit rating by National Credit Ratings Limited (NCR) based on the
Audited Financial Statements of 31 December 2016 and was awarded "AA”" (Double A) in the
Long Term and “ST-1” in the Short Term.

Persistent Stable outiook for consecutive 4 (four) years

Current Rating Previous Rating

2017 2016 2015 2014
Long Term AA{DoubleA) | AA(DoubleA) | AA(DoubleA) | AA{DoubleA)
Short Term ST-1 ST-1 ST-1 ST-1
Based on Financials__|_31/bec/16_|_31/bec/ts_|_31/boc/ié_| _31/bec/t3 _
Date of Rating 19/Jun/17 30/Jun/16 30/Jun/15 13/lul/14
Validity 1 (one) year from the date of declaration
Outlook Stzble Stable Stable Stable

Definitions used by NCR for entity (Bank) rating
Very strong capacity for timely servicing of financial obligations offering

ST-1 Strongest capacity for timely payment of financial commitments and
carry lowest credit risk.

AA

NCR assigned AA (Pronounced Double A) rating of Pubali Bank Limited in the Long Term and
ST-1 in the Short Term. The ratings reflect bank's prolonged track record, outspread
business network and sound finandal profile exemplified by increase in NIM & spread,
decline in non-performing loan along with surplus provision maintained against required
provision. The ratings also draw strength from improved risk absorption capacity with sound
equity base, adequate liquidity in terms of CRR & SLR and reasonable maturity gap. NCR
performed the present rating assignment based on the Audited Finandal Statements of 31
December 2016 and other relevant information. The present rating takes into account,
among others, bank's comfortable capital adequacy, improved asset quality, adequate
liquidity and continued increased profitability.
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee is an important sub-committee of the Board of Directors. The Committee is
assigned with various roles and responsibilities such as internal control, financial reporting, internal
audit, external audit, regulatory compliance, corporate disclosures of banking operation etc.
independently. The Committee assists the Board of Directors to ensure that the financial statements
reflect a true and fair view of the state of affairs of the company and is ensuring a good monitoring
system within the business. The Audit Committee is responsible to the Board of Directors. The duties
of the Audit Committee are clearly set forth in writing.

Appointment and Composition

In compliance with Section 15(B) of The Bank Companies Act 1991 {amended up to 2013) and
Bangladesh Bank BRPD Circular No.11 dated 27 October 2013 and BSEC's Corporate Governance
Guidelines dated 07 August 2012, Audit Committee (AC) of the Board of Pubali Bank Limited has
been re-constituted by the Board of Directors. None of them are the member of Executive
Committee of the Board. As required, all members of the Audit Committee are 'financially |iterate’
and are able to analyze and interpret financial statements to effectively discharge their duties and
responsibilities as members of the Audit Committee. The Audit Committee comprised of five
members including two Independent Directors. The Chairman of the Committee is an Independent
Director. The Committee was re-constituted by the Board in its 112374 Meeting held on 16.07.2017.
The Company Secretary acts as the Secretary of the Committee.

The Audit Committee (AC) of the Board comprising of the following members of the Board of Directors:

sl Name Status with the Bank = Status with the Committee
1 Mr. M. Azizul Hug Independent Director Chairman
2 Mr. Ahmed Shafi Choudhury Director | Member
3 Mr. Monzurur Rahman Director Member
4 Mr. M. Kabiruzzaman Yaqub FCMA {UK), CGMA Director Member
5 Dr. Shahdeen Malik Independent Director | Member

The Company Secretary acts as the Secretary of the Audit Committee of the Board of Directors.

Roles and Responsibilities

The roles and responsibilities of Audit Committee have been defined in alignment with the relevant
provisions of Corporate Governance Notification and Circular issued by BSEC and Bangladesh Bank is
to practice best corporate governance. The added roles of the Audit Committee include the
followings:

I. To oversee the financial reporting process.

Ii. To monitor choice of accounting policles and principles.
fii.  To monitor Internal Control Risk Management process.
iv. To oversee hiring and performance of external auditors.

V. To review the annual, quarterly and half yearly financial statements before submission to
the Board for approval.

vi. To review the adequacy of internal audit functions.
vil.  To review statement of significant party transactions submitted by the management.
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viii. To review Management Letters/ Letter of Internal Control Weakness issued by Statutory
Auditors.

ix.  To review the raising of fund through Repeat Public Offering/ Rights Issue and its use and
application.

X. To monitor internal control process.

xl. To maintain oversight regulatory compliance, ethics and whistleblower hotlines.
xii.  To review Audit Committee's own terms of reference.

xiii. Toact on any other matters as may be directed by the Board.

Reporting of the Audit Committee

Reporting to the Board of Directors

All findings and decisions of the Audit Committee were reported to the Board and the Board closely
reviewed them. The Audit Committee immediately reports to the Board of Directors on the following
findings, if any:

- Report on conflict of interests;

-  Suspected or presumed fraud or Irregularity or material defect in the internal control system;

- Suspected infringement of laws, including securities related laws, rules and regulations;

- Any other matter that it deems necessary.

In compliance with condition no. 6 of the Corporate Governance Guidelines of Bangladesh Securities
and Exchange Commission Notification No. SEC/CMRRCD/2006-158/134/Admin/44 dated 07 August
2012, the Managing Director and Chief Executive Officer and Chief Financial Officer (CFO)
respectively of Pubali Bank Limited, have certified before the Board that they have thoroughly
reviewed the Financial Statements of the Company for the year ended 31 December 2017, and state
that:

- These statements do not contain any materially untrue statement or omit any material fact or
contain statements that might be misleading,

- These statements together present a true and fair view of the Company's affairs and are in
compliance with existing accounting standards and applicable laws, and

- To the best of their knowledge and belief, the Bank has not entered into any transaction
during the year which are fraudulent, illegal or in violation of the Bank's code of conduct.

This certificate has been reviewed by the Audit Committee before submitting to the Board.

Reporting to the Regulatory Authorities

The Audit Committee reported its findings and observations to the Board of Directors, It is also
required to report to the Bangladesh Securities and Exchange Commission about anything which has
material impact on the financial condition and result of operation of the Bank. But there had not
been any occurrence in the Bank that required reporting to the relevant authorities by the Bank's
Audit Committee during the year.
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Reporting to the Shareholders and General Investors

Report on activities carried out by the Audit Committee, including any report made to the Board of
Directors under condition 3.4.1 (ii) of the BSEC Corporate Governance Notification above during the
year, shall be signed by the Chairman of the Audit Committee and disclosed in the Annual Report of
the Bank.

Meetings of the Audit Committee

The Audit Committee of Board of Directors of Pubali Bank Limited conducted 18 (Eighteen) meetings
in the year 2017 and had detailed discussions and review session. The Audit Committee instructed
management to follow those remedial suggestions and monitored those accordingly. The
membership and attendance of the members of the Audit Committee are given below:

SL. Name Position | Meetings Attendance Remarks
held
1 Mr. M. Azizul Huq Chairman 18 9 a) The Members who
(Independent Director) could not attend any
2 Mr. Ahmed Shafi Choudhury {Director) Member | 18 18 meeting were
| i ! granted leave of
3 Mr. Monzurur Rahman(Director) Member 18 18 absence,
"4 | Mr.M.Kabiruzzaman Yaqub FCMA (UK, CGMA | Member | 18 | 14 b) M. Azizul Hug was
(Director) appointed member of
. 5 [ Dr. Shahdeen Malik Member 18 . 12 ::Iwgsmmee
' (Independent Director) '
Major areas focused by AC in 2017
During the year under review, the Committee focused on following activities:

e Reviewed the Implementation status of Internal Control & Compliance ended on September &
December, 2016 and March, June & September, 2017.

e Reviewed First Quarter (Q1), Half-yearly {Q2) and Third Quarter (Q3) Financial Statements
(Unaudited) of the Bank for the year 2017 before submission to the Board for approval in
compliance with the BSEC's Corporate Governance Guidelines 2012.

e Reviewed Management level Risk Management Unit Meeting Minutes from October to
December, 2015; January to March, 2017; April to June, 2017; July to September, 2017.

e Evaluated performance of External Auditors before recommending for their re-appointment to

the Board to be finally approved in the 34th AGM till the next AGM.
Examined / evaluated the Audited Financial Statements 2016.

® Reviewed the follow up report of Establishment Division regarding up-to-date facts & real

position of the properties / assets as on June 30 and December 31, 2016 of the Bank.
Reviewed the up to date development of Audit Report of International Division.

Reviewed the summary position of Fraud/Forgeries, Irregularities/Incidents detected by our
Internal Audit & Inspection team at different branches during the year 2015 and corrective
action taken by the Bank.

Reviewed the proposal for approval of (i) Revised Functions & Jurisdiction of Regional
Head(s)/Head of Principal Offices and (ii) its related Revised Proforma for Surprise Visit Report

& Surprise Inspection Report.

Pubali Bank Limited | Annual Report 2017




Report of the Audit Committee

e Reviewed Stress Testing Report for Q1 2017, Q2 2017 and Q3 2017, Q4 2016.

e Reviewed the comprehensive Inspection Report of Bangladesh Bank received from time to time
and status of compliance thereof and issued guidelines / directions and decisions on the basis
of report.

@ Reviewed the Report on "Risk Based Capital Adequacy", Solo & Consolidated return under
Basel Ill framework as on December 31, 2016, March 31, 2017 and September 30, 2017.

o Reviewed the Report of "Disclosure on risk based capital adequacy" under Market discipline
{Basel I1I- Pillar 3) as on December 31, 2016.

e Reviewed the Annual Report on the heaith of the Bank as on December 31, 2016.

® Reviewed the comprehensive System Check-up report on Foreign Exchange Portfollo and
Business on different branches.

@ Reviewed the internal Audit report of different Branches of the Bank conducted by Bank's
Internal Audit Team received from time to time and gave guidelines / directions and decisions
on the basis of the report.

@ Reviewed the proposal for approval of Risk Based Audit Plan (RBAP)-2018.

@ Reviewed the corrective measures taken by the management with regard to the reports relating
to deficiencies in Internal Audit Division, Bangladesh Bank Inspection Team and External
Auditors and subsequently informed the Board of Directors on a regular basis.

® Reviewed External Auditor's Report on Branches.

e Reviewed the progress/improvement status of fraud-forgery committed at our Bank w.e.f
01.01.2017 to 30.06.2017.

® Reviewed special inspection / special investigation / visit report of different Branches of the
Bank conducted by the Board's Special Audit Cell from time to time and the status of
compliance thereof.

e Followed-up the recovery of Loans and Advances of the Bank.
Minutes of Audit Committee

The Minutes of the Audit Committee meetings containing various suggestions and recommendations
to the Management and the Board respectively were placed subsequently to the Board for
ratification on regular basis. The minutes of meetings of the Audit Committee were also sent to
Bangladesh Bank for their information.

The Audit Committee expresses its sincere thanks to the Members of the Board, Management and
the External Auditors for their excellent support to the Committee while discharging their duties and
responsibilities in terms of the statutory guidelines.

On behalf of the Audit Committee,

M.VAzizul Huq
Chairman of the Audit Committee
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REPORT OF THE EXECUTIVE COMMITTEE

To continue the urgent and daily or routine works between the intervals of two board meetings the
Executive Committee has been formed In compliance with Section 15(B) of The Bank Companies Act
1991 (amended up to 2013) and BRPD Circular No. 11 dated 27 October 2013, the Board of Directors
of Pubali Bank Limited re-constituted the Executive Committee (EC) of the Board on 28.04,2016,

The Executive Committee (EC) of the Board consists of following Members of the Board of Directors:

8l Name Status with the Bank Status with the Committee
1 Mr. Moniruddin Ahmed Director Chairman
2 Ms. Rumana Sharif Director Member
3 Mr, Musa Ahmed Director Member
4 Ms. Rana Laila Hafiz Director Member
5 Mr. Md. Abdul Halim Chowdhury Managing Director & CEO Member

The Company Secretary acts as the Secretary of the Executive Committee of the Board of Directors.

Appolintment and Composition

The Executive Committee constituted with five members (maximum limit is seven members). None of
them are the members of Audit Committee of the Board. The Company Secretary acts as the Secretary
of the Committee,

Meetings and Major areas focused by EC in 2017

During the year 2017 the Executive Committee of the Board of Directors conducted 2 (two) Meetings.
The following issues were discussed/evaluated/reviewed/approved in the meeting:

e Reviewed the Consolidated comprehensive report on performance of the Garments Industries
financed by Pubali Bank Ltd. as on 31.03.2017,

@ Reviewed the Position of Loans & Advances with 3 months and above overdue loan accounts as
on 31.03.2017.

@ Reviewed the Position of loans & advances alongwith position of overdue loan accounts for 3
months and above.

Reviewed the position Pubali Bank Manpower situation at the field Level,

® The Executive Committee recommended guidelines to the Management for close monitoring
of the large loan accounts as well as borrowers of the bank.

The minutes of the Executive Committee meetings were placed to the Board subsequently for
ratification on a regular basis. The Committee expressed its gratitude to the Members of the Board
and appreciated the Management for their all-out support and co-operation extended to the
Committee during the period.

On behalf of the Executive Committee,

S

Monlruddin Ahmed
Chairman of the Executive Committee of the Board
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REPORT OF THE RISK MANAGEMENT COMMITTEE

To play an effective role in mitigating impending risks arising out from strategies and policies
formulated by the Board and to carry out the responsibilities efficiently, a five-member risk
management committee has been formed in compliance with BRPD Circular.

The Risk Management Committee (RMC) of the Board comprising of the following members of the Board of Directors:

sl Name StatuswiththeBank | Status with the Committee
1 Mr. M. Kabiruzzaman Yaqub FCMA {UK), CGMA | Director | Chairman
2 Mr. Fahim Ahmed Faruk Chowdhury Vice-Chairman Member
3 Mr. Azizur Rahman Vice-Chairman Member
4 Mr. Md. Abdur Razzak Mondal | Director | Member
5 Mr. M. Azizul Hug Independent Director Member

The Company Secretary acts as the Secretary of the Risk management Committee of the Board of Directors.

Appointment and Composition

In Compliance with Section 15(B) of The Bank Companies Act 1991 (amended up to 2013) and
Bangladesh Bank BRPD Circular No. 11 dated 27 October 2013, the Board of Directors of Pubali Bank
Limited has re-constituted a five-member Risk Management Committee (RMC) of the Board on
23.08.2017 (maximum limit is five members).

Purpose of the Committee

The RMC has been formed to reduce probable risks which could be arisen during implementation of
Board approved policies, procedures and strategies. The RMC is entrusted to examine and review
whether management is properly working on identification, management and mitigation of credit
risk, foreign exchange risk, Internal control and compliance risk, money laundering risk, information
and communication technology risk, operation risk, interest rate and liquidity risk and keeping
adequate provision and capital against the said risks.

Roles and Responsibilities of Risk Management Committee

e To identify different risks, introduce and implement proper strategies to control those, review
existing risk management policies and methods and take corrective measures, if necessary;

@ To ensure appropriate organizational structure for risk management;

® To form separate committees at Management level for compliance of instructions under risk
related guidelines and supervision of their activities;

@ To review risk management policies and guidelines, review lending limit and submission to the
Board for necessary revision each year;

e To examine and approve the preservation of data and reporting system implemented by the
management and ensure implementation of the same;

e To submit decisions, observations, recommendations of the Committee to the Board on
quarterly basis. If sought by the committee, internal and external auditors will submit
evaluation report to the committee.
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Meetings and Major areas focused by RMC in 2017

The Risk Management Committee of the Board of Directors of Pubali Bank Limited conducted 04
(Four) meetings having detailed discussions and review session regarding their findings, observations
and recommendations on the issues of bank affairs that need improvement. The major areas focused
by the RMC are highlighted below:

Perused the Stress Testing Report Q3 2016, Q4 2016, Q1 2017, Q2 2017, Q3 2017.

Analyzed the report on "Risk Based Capital Adequacy”, Solo & Consolidated return under
Basel Ill framework as on September 30, 2016, December 31, 2016, March 31, 2017, June 30,
2017 and September 30, 2017.

Reviewed Money Laundering Risk Management of the Bank.
Reviewed Internal Control and Compliance Risk Management of the Bank.
Reviewed Operational Risk Management Status of our Bank.

Reviewed and approved the Terms of Reference of Sustainable Finance Committee and
Sustainable Finance Unit for sustainable banking operation.

Reviewed and approved the Guidelines on Credit Risk Management (CRM).

Reviewed the MANCOM structure of the Bank as per guidelines of Bangladesh Bank.
Reviewed the Money Laundering & Terrorist Financing Risk Management Guidelines of the Bank.
Reviewed the "Guidelines on Environmental & Sacial Risk Management (ESRM), Edition-2017".
Reviewed the Capital Growth Plan for 5 years from 2018 to 2022.

Reviewed Asset and Liability Management Manual of the bank.

Reviewed the Report on Asset and Liability Management Risk.

Reviewed and approved Disaster Recovery Plan (DRP) for our bank.

Reviewed and approved Guidelines on Commercial Paper (CP).

Reviewed the |CT Security status of Pubali Bank Limited.

Reviewed Report of "Disclosure on risk based capital adequacy” under Market discipline {Basel Ili
- Pillar 3) as on December 31, 2016.

Analyzed the Monetary Policy Statement for January-June, 2017 and July-December, 2017 of
Bangladesh Bank.

Reviewed the Minutes of Risk Management Committee at Management level from luly, 2016
to September, 2016, October, 2016 to December, 2016, January, 2017 to March, 2017, April,
2017 to June, 2017 and July, 2017 to September, 2017.

Minutes of the Risk Management Committee to Bangladesh Bank

The minutes of meetings of the Risk Management Committee were submitted to Bangladesh Bank for
information.

The Committee expressed its gratitude to the Members of the Board and appreciated the
Management for their all-out support and co-operation extended to the Committee during the period.

On behalf of the Risk Management Committee,

|

LT

M. Kabiruzzaman Yaqub FCMA (UK), CGMA
Chairman of the Risk Management Committee
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Shari'Ah Supervisory Committee

Bismillahir Ra'hmaanir Ra'heem

REPORT OF THE SHARI'AH SUPERVISORY COMMITTEE, 2017

In the name of Allah, the Merciful, the Compassionate. All praises be to Allah, the Lord of the entire
universe and peace and blessings of Allah be upon holy prophet Muhammad sallallaahu 'alaihis
salaam.

Pubali Bank Limited has been offering Islamic Banking Services through 2 Windows. The Bank has an
independent Shari'ah Supervisory Committee consisting of preeminent Ulamaa and Islamic Banking
Scholars of the country for necessary guidelines in this regard.

The Shari'ah Supervisory Committee is entrusted with the responsibility of providing independent
opinion based on observations and analysis of Islamic Banking activities of 2 Windows of the Bank.
However, the responsibility of the Bank Management is to ensure Islamic Banking Operation of the
Bank in accordance with those opinions and suggestions.

During the year ended on 315! December 2017 the Shari'ah Supervisory Committee met in 4
meetings and reviewed activities of Islamic Banking Windows of the Bank and Shari'ah Audit Reports
thereof. After analyzing Shari'ah Audit Reports the Committee came to the conclusion that no
mention-worthy Shar'ee irregularity took place in operations of Islamic Banking Windows during the
period. At the same time, the Committee suggested some measures to further improve Shar'ee
Standard in Islamic Banking Services of the Bank. Those are as follows:

(a) Islamic Banking Windows should supply Clients a list of Shari'ah Compliant Insurance Companies
of the country at the time of disbursement of Bank-Finance and should convince them to get
Shari'ah Compliant Insurance Policy for their Inventories, Machinery, Vehicles and Buildings financed
by the Bank.

(b) The Shari'ah Secretariat should get the HPSM Operational Manual of the Bank further vetted on
Shari'ah aspect by the Shari'ah Supervisory Committee of the Bank.

During the year the Shari'ah Supervisory Committee approved 2 new Investment Products for
Islamic Banking Windows of the Bank. They are as follows:

(a) Approval of Hire Purchase Sukuk as a mode of fund rising subject to the consent of BSEC
(Bangladesh Securities & Exchange Commission) on case to case basis, where some core conditions
must fulfill; such as (i) The Sukuk must have specific time frame (ii) Detailed information, terms &
conditions and legal status of the Sukuk must be defined (iii) Rights & obligations of all stakeholders
of the Sukuk must be specified in the Sukuk Agreement (iv) Total process, from issuance to
dissolution of the Sukuk, must be as per Shari'ah rules and (v) Purpose of the Sukuk, Issuer, Trustee,
Lead Arranger, Size, Rent/Mark-up and Investor of the same as well as mechanisms for Investment,
Repayment and dissolution thereof must be pre-determined In clear terms.

{b) Approval of an Investment Product based on Musharakah Principle of Muamalat al-Maaliah al-
Islamiah as an alternative to traditional OD facility. The approved product is fashioned as
Musharokah Islamic Overdraft (MIO) subject to some core conditions; such as (i) The Bank will
agree Iin investing fund in the business of the Client on PLS (Profit & Loss Sharing) basis {ii) The A/Cs
of the MIO will totally be separated and the whole MIO business of the Client will be routed through
the Bank (iii) Profits will be distributed between the Bank and the Client as per pre-agreed ratio and
losses, if any, will be borne by the Bank and the Client as per equity participation. {iv) Both maximum
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and minimum duration of the MIO deal must be mentioned in the agreement (v) Bank may take
security from the Client against its finance. (vi) Any dispute arisen over the MIO deal will be
determined and settled by an arbitration. The suggestions/verdict of the arbitration will be binding
on both the parties and (vii) Payment of Taxes will remain as individual responsibility of the Bank and
the Client.

May Allah sub'haanahoo wa-ta'aala bestow us with the best of Tawfique in gaining His satisfaction
through Implementation of Shari'ah in every sphere of our life. Ameen.

(A.N.M. Nurunnobi) (M. Azizul Huqg)
Member Secretary Chairman
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Bangladesh Bank Guidelines for Corporate Governance: Our Compliance Status

To ensure good governance i.e. corporate governance in bank management, Bangladesh
Bank (BB) issued three Circulars in 2013 covering three broad areas as follows:

1. BRPD Circular No.11 dated 27 October 2013: Formation and responsibilities of
Board of Directors (BoD).

2. BRPD Circular Letter No. 18 dated 27 October 2013: Appointment and respon
sibilities of Chief Executive Officer (CEQ).

3. BRPD Circular Letter No. 19 dated 27 October 2013: Contractual appointment
of Advisor and Consultant.

The summary of the Bangladesh Bank guidelines and Pubali Bank Limited’s compliance
thereto are presented below:

1. Formation and responsibilities of Board of Directors (BoD)

1 Formation of BoD: Prior approval from B8 to be taken before appointment of new Directors, as well Complied
as dismissal, termination or removal of any Director from the post. Qualification and competency of
Directors, maximum number of Directors of the Board, appointment of Independent Directors,
appointrnent of maximum 02 (two) members from a family as Director.

Appointment of New Directors: Every bank company, other than specialized banks, at the time of
taking prior approval from BB while appointing Directors should furnish the following information along

with the application:

a. Persanal Information of the nominated person

b. Declaration of nominated person

. Declaration for confidentiality by the nominatad person

d. In case of independent director, the approval letter from BSEC
&. CIB report of the nominated person

f. Updated list of Directors

Vacancy of office of a Director

SERES

g

such case

appointment or observing shortfall of qualification as a Director.

If the office of a Director i vacated as per Section 17 of Bank Companies Act 1991, s/he will not be  No such
eligible to become Director of that bank company or any other bank company or finandal institutions  incident
within one year from the date of repayment of the total dues to the bank. The dues can be adjusted

with the shares held by the Director In that bank company and he cannot transfer his shares of that bank

company until he repays his all the Habllities of that bank company or finandal Institutions.

BB can remove Diractors or Chalrman of a bank company other than the state-owned banks for doing  No such
any activity that is detrimental to the interest of the banks depositors or against the public interest under  instance as
Sectlon 46 and can also dissoive the Board of 2 bank company under Section 47 of Bank Companles Act
1991.

Removal of Directors from office: With the prior approval of Bangladesh Bank, any Director of a
bank company other than specialized banks can be removed from his office for the reasons specified in
its Articles of Association, The reason and grounds of the dismissal/removal and the copy of such decision
taken by BoD and a list of Directors shall be submitted to Bangladesh Bank. Such removal shall be
effective from the date of BB's approval.

Appointment of Alternate Director: An aktermnate director can be appointed to act for a director during
his absence for a continuous perfod of nat less than three months from Bangladesh by fulfilling following
Instructions:

A28 ®
gs

The office of a Director shall be vacated as per the provision of Section 108(1) of Companies Act 1994,
Besides, provision of Section 17 of Bank Companies Act 1991, providing false declaration at the time of
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Bank has to collect and properly maintain the documentary evidences relating to departure and amival
of the original director while traveling abroad, If there Is any exception, the CEO should immediately
inform it to B8,

The copy of the dedsion of the BoD regarding appointment of alternate director, with original director’s
probable retuming date from abroad should be sent to BB within 7 days of taking the dedision and the
director's arrival date must be Intimated to BB Immediately after his/her retum,

Any loan defaulter or any person who is not eligible to becomne a director as per any relevant guiding
rules and regulations will not be appointed as an alternate director.

As an akemate director is appointed temporarily; therefore, he/she will not be included in any kind of
committee constitutad by the BaD.,

Ml The alternate director or his/her affillated organization will not get any kind of Joan fadiities from the

bank. In case of previous loan, enhancement of limit or extension of time period or 2ny kind of exemption
or Interest walver will not be allowed. Moreover, all restrictions applicable to directors according to rules
and regulations will also be applicable to the altemate director,

Director from Depositors: As per Bank Companies Act 1991 (amended In 2013) appointment of
Directors from depositors IS no longer required. But, In compliance with the provision of section 15(9) of
Bank Companies Act 1991 (amended up to 2013), bank company may consider the tenure of existing
Directors from depositors or may appoint them as the Independent Director of the company.

Information regarding Directors: Banks are advised to take the following steps regarding directors
information:

Every bank should keep an updated list of bank directors,

Banks should send a directors' kst to other banks or financial institutions immediataly after the
appointment or refease of director.

Banks should display 2 list of directors on the website and update it on a regular basis,
Responsibilities of the Board of Directors (BoD)
Responsibilities and Authorities of the BoD:

Work planning and strategic management

(i) The BoD shall determine the objectives and gaals and to this end shall chalk out strategies and work
plans on annual basls. Tt shall analyze/monitor at quarterly rests the development of Implementation of
work pians,

(I The BoD shall have its analytical review presented In the Annual Report as regard to success/fallure
in achieving the business and other targets as set out in its annual work plan and shall apprise the
shareholders of its opinions/recommendations on futura plans and strategies, It shall set the Key
Performance Indicators (KPIs) for the CEO and executives immediate two tiers below the CEO and have
it evaluated at times.

Loan and Risk Management:

(1) The policies, procedures, strategies, etc. in respect of appraisal of loan/Investment proposal, sanction,
disbursement, recovery, re-scheduling and write-off thereof shall be made with the BoD's approval under
the purview of the existing laws, rules and regulations. The BoD shall specifically distribute the power of
sanction of loan/investment and such distribution should desirably be made among the CEO and his
subordinate exeautives as much as possible, No director, however, shall interfere, directly or indirectly,
into the process of loan approval.

(1) The board shall frame policies for Risk Management and get them complied with and shall monitor
the compliance at quarterly rests and review the concerned report of the risk management team and
shall compile in the minutes of the board meeting. The BaD shall monitor the compliance of the guidelines
of BB regarding key risk management.

Internal Control Management:

The Board shall be vigilant on the intemal control system of the bank in order to attain and maintain
satisfactory health or grade of &s loan/investment portfolio. The board will establish such an intemal
control system so that the intemal audit process can be conducted Independently from the management.
It shall review at quarterly rests the reports submitted by its audit committee regarding the compllance
of recommendations made in intemal and external audit reports and the BB inspection reports.

i

No Depositor

Director in
Puball Bank

|

%

:
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B Human Resources (HR) Management and Development:

(i) Polides relating to recruitment, prometion, transfer, disciplinary and punitive measures, human PBL BoD
resources development etc. and service rules shall be framed and approved by the BoD. The chalrman  approves HR
or the directors shall in no way involve themselves and interfere into or influence over any administrative  Policy from
affairs incuding recruitment, promotion, transfer and disciplinary measures as executed under the set  time to tme
service rules. No member of the BoD shall be included In the seiection committees for recruitment and  which guides
promotion to different levels, Recruitment, promotion, transfer and punishment of the executives  all actions or
immediate two tiers below the CEO shall, however, rest upon the BoD, Such recruitment and promotion
shall have to be carried out complying with the service rules l.e., policies for recrultment and promotion,

(M) The BoD shall place spedal attention to the development of skilis set of bank’s staff In diferent flelds
of its business activities including prudent appraisal of loan/investment proposals, and to the adoption
of modem electronic and Information technologles, and the Introduction of effective Management
Information System (MIS). The BoD shall get these programs incorporated in its annual work plan.

(i) The BoD will compose Code of Ethics for every tier of employees and they will follow & properly. The
BoD will promote healthy code of conducts for developing a compliance culture,

Finandal Management:
(1) The annual budget and the statutory financlal statements will be prepared with the approval of the
BoD. It will at quarterly rests review/monitor the positions in respect of bank’s income, expenditure,

liquidity, non-performing assets, capital base and adequacy, maintenance of loan loss provision and steps
taken for recovery of defaulted loans including legal measures.

(i) The BeD will frame the polickes and procedures for bank’s purchase and procurement activities and
shall accordingly approve the distribution of power for making such expenditures. The maximum possible
delegation of such power shall rest on the CEO and his subordinates, The decision on matters relating
to infrastructure development and purchase of land, bullding, vehides etc. for the purpose of bank’s
business shall, however, be taken with the approval of the BoD.

H

§

(iii) The BoD will review whether an Asset-Liability Committee (ALCO) has been formed and it is working
according to BB guidelines.

Appointment of Chief Executive Officer (CED): In order to strengthen the finandal base of the
bank and obtain confidence of the depositors, one of the major responsibilities of the BoD is to appoint
an honest, efficient, experienced and suitable CEO or Managing Director, The BoD will appoint a
competent CEO for the bank with the approval of BB.

Other responsibliities of the BoD:
In accordance to BB Guidelines issued from time to time.,

Meetings of the Board of Directors: Board of Directors may meet once or more than once in a month
upon necessity and shall meet at least once In every three months. Excessive meetings are discouraged.

i1y

i

5

n Rasponsibilities of the Chairman of the BoD:

As the Chairman of the BoD or Chairman of any committee formed by the BoD or any director does not

personally possess the jurisdiction to apply policy making or executive authority, hefshe shall not
participate in or interfere into the administrative or operational and routine affairs of the bank.

The Chalrman may conduct on-site inspection of any bank branch or finandng activities under the
purview of the oversight responsibyiities of the BoD. He may call for any information relating to bank’s
operation or ask for investigation into any such affairs; he may submit such information or investigation
report to the meeting of the BoD or the executive committee and if deemed necessary, with the approval
of the BoD, he shall effect necessary action thereon in accordance with the set rules through the CEO.

However any complaint against the CEO shall have to be apprised to BB through the BoD along with the
statement of the CEO.
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Particulars Compliance
Status

The Chairman may be offered an office room, a personal secretary/assistant, a peon/MLSS, a telephone  Complied

at the office, a mobile phone usable inside the country and a vehicle in the business interest of the bank

subject to the approval of the BoD.

Formation of Supportive Committess of the Board: The BoD of every Bank Company can form  Complied
only three supporting commitees of the BoD l.e. Executive Committee (EC), Audit Committee (AC) and
Risk Management Committee (RMC).

Executive Committee (EC): EC Is to be formed for taking decision on urgent and day-to-day or routine  Complied
activities between the intervals of two BoD meetings. The EC will perform according to the terms of
refarence set by the BoD.

The EC will be formed with maximum of 07 (seven) members for a period of 03 (three) years. The
Chairman of the BeD can also be the member of the EC. The company secretary of the bank shall act as
the secretary of the EC. EC members, besides being honest and sincere, should have reasonable
knowledge on banking business, its operations and risk management and be capable of making valuable
and effective contributions in the functioning of the Committee. The committee shall discharge
responsiblities and take decision on the matters as Instructed by the BoD except discharging of those
responsibilities and taking decisions that are specifically assigned to the full BoD by the Bank Company
Act 1991 or other related laws and regulations. The decisions taken by the Committee shall be ratified
In the next BoD meeting. Upon necessity the Committee can call meeting at any time. The Committee
may invite CEO, Head of Internal Audt or any other officer to attend the committee meeting. All
decisions/observations of the Committee should be noted in minutes.

Audit Committee (AC): The AC should have maxdmum five members and two of them shall be  Complied
Independent Directors. It should be constituted with such members who are not members of the EC of

the BoD. The members of the Committee may be appointed for three years and the company secretary

of tha bank shall act 2s the sacretary of the Committee. Please see ‘Report of the Audit Committee’

for detalls,

Risk Management Committee (RMC): The RMC is to be formed to mitigate impending risks which Complied
could be arisen during ‘mplementation of BoD approved policies, procedures and strategies. This
committee is entrusted to examine and review whether management is properly working on identification

and mitigation of credit risk, foreign exchange risk, internal control and compliance risk, money
laundering risk, Information and communication technology risk, operation risk, Interest rate risk and

liquidity risk and keeping adequate capital and provision against the risks identified.

The RMC is to be formed with maximum five members who will be appointed for 03 (three) years, Each
member should be capable of making valuable and effective contributions in the functioning of the
Committee, The company secretary of the bank shall act as the segretary of the Committee. RMC shall
review the risk management policy and guidelines of the bank at least once in a year, make necessary
modifications as per requirement and submit the same to the BoD for approval. Besides, lending limits
and other |imits should be reviewed at least once in a year and should be amended, If necessary. Please
see ‘Report of the Risk Management Committes’ for detalls.

Training of the Directors: The Directors of the Board will acquire appropriate knowledge of the Complied
Banking faws and other relevant laws, rules and regulations to effectively discharge the responsibiiities
as 2 Director of the bank.

Intimation of the Circular to the Board and related persons by CEO: The CEO will inform about Complied
this Circular to the directors and other related persons.

SL.

N

Appointment and responsibilities of Chief Executive Officer (CEO)

Rules and regulations for appointment of the CEO

Moral Integrity: In case of appointment to the post of CEO, satisfaction in respect of the
concemed person should be ensured to the effects that:

@) He has not been convicted by any Criminal Court of Law,

b) He has not been punished for violating any rules, regulations or procedures/ norms set by any
controlling authority.

c) He was not assocated with any such company/organization; registration or license of which has
been cancelied.
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Experience and Sultabllity:

a) For appointment as a CEQ, the concerned person must have experience in banking profession
for at least 15 (fifteen) years as an active officer and at least 02 (two) years’ experience in a post
immediate below the CEO of a bank.

b) He must have a Master’s degree at minimum from any recognized university. Higher academic
education in the field of Economics, Banking and Finance or Business Administration will be treated
as additional qualification for the concemed person. Complied

c) In respect of service, the concemed person should have excellent record of performance,

d) Satisfaction should be ensured that the concemed person was not dismissed from service when
he was chairman/director/official of any company.

€) Any director of any bank or financial institution or any person who has business interest In the
bank concemed will not be eligible for appointment to the post of the CEO.

| Transparency and financial integrity: Before making appointment as a CEO, satisfaction should
be ensured to the effects that:
a. The concerned person was not involved in any fllegal activity while performing duties in his own
or banking profession, Complied

b. He has not suspended payment to creditors or has not compromised with his creditors to be
refieved from debts or he is not a loan defaulter.

c. He Is not a tax defaulter.
d. He has never been adjudicated an Insolvent.
Age Limit: No person crossing the age of 65 years shall hold the post of CEQ of a bank. Complied

Tenure: The tanure of the CEO shall not be more than 03 (three) years, which is renewable, If the Complied
candidate has less than 3 years left to attain 65 years, he/she can be appointed for that shorter
period.

a

-
Guidelines In fixing the salary and allowances: Banks are required to follow the guidelines
stated below while determining the salary and allowances of the CEO and submitting such proposal
to BB:
a. In fixing the salary and allowances of the CEO, financial condition, scope of operation, business-
volume and earning capacity of the bank; qualifications, achievement of the candidate in the past,
age and experience and the remuneration paid to the persons occupying same paosition In the peer
banks shall have to be taken into consideration.
b. Total salary shall be comprised of direct salary covering ‘Basic Pay’ and ‘House Rent’ and

allowances as ‘Others’. The allowances (e.g., provident fund, utility bill, leave-fare assistance) In
‘Others’ head should be specified in amount/ceffing. Besides, other facilities (e.g., car, fuel, driver
etc,), as far as possible, shall have to be monetized and thus determining monthly total salary, It
shall have to be mentioned in the proposal submitted to BB. In the proposal, Basic Pay, House
Rent, Festival Alowance, cther allowances and other facilities shall have to be specified in Talka

amount. Complied
¢ Without improving the bank’s major economic indicator like- CAMELS, annual salary increment

will not be payable,

d. Terms of salary-allowances and other facilities as specified In the terms and conditions of

appointment cannot be changed during the tenure. In case of renewal, proposal may be made for
re-fixation of the salary considering the job performance of the incumbent CEO.

e. The CEO so appointed shall not get any other direct or indirect facilities (e.g, dividend,
commission, club expense etc.) other than the salary-allowances and other facliities as enumerated
in clause (b) above.

f. The bank shall not pay any Income tax for the CEO, Le., the CEC so appointed shall have to pay
it

Incentive Bonus: The CEO will be eligible to get Incentive bonus subject to paying incentive bonus
to all executives/officers/workers of the bank and the said bonus amount will not exceed BDT
1,000,000 in a year.

Honorarium for attending the Board Meeting: Being a salaried executive, CEO will not get
any honorarium for attending the Board meeting or Board formed Committee meeting.

i
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Particalars

Evaluation Report: For reappointment of the CEO, the Chairman of the bank shall have to submit
a Board approved evaluation report to BB,

Prior Approval from Bangladesh Bank: Prior approval from Bangiadesh Bank is mandatory
before appointing CEO as per section 15(4) & (5) of Bank Companies Act 1931 (amended up o
2013). For processing such approval, along with the proposal signed by the Chalrman of the BoD,
the selected person's complete resume, offer letter (mentioning the direct & indirect remuneration
and fadlities) and copy of Board's approval must be submitted to BB, The selected person must
also submit declarations as per Annexure ka & Annexure kha to BB,

Wl Decision of Bangladesh Bank is final: The decision of BB regarding appointment of the CEO

will be treated as final and the CEO such appointed cannot be dismissed, released or removed from
his/her office without prior approval from BB.

Duties & Responsibliities of the CED: The CEO of the bank, whatever name called, shall
discharge the responsibilities and exercise the authorities as follows:

a. In terms of the finandal, business and administrative authorities vested upon him by the BoD,
the CEO shall discharge his own responsibilities. He shall remain accountabile for achievement of
financlal and other business targets by means of business plan, efficent Implementation thereof
and prudent administrative and financial management.

b. The CEO shall ensure compliance of the Bank Companies Act 1991 and other relevant laws and
regulations in discharging of routine functions of the bank.

c. The CEO must point out if there is any violation from Bank Companies Act 1991 and/or other
relevant laws and regulations at the time of memo presentation.

d. The CEO shall report to Bangladesh Bank of any violation of the Bank Companles Act 1991 or of
other laws/reguiations.
e. The recruitment and promotion of all staffs of the bank except those in the two tiers below
him/her shall rest on the CEO. He/she shall act in such cases in accordance with the approved
service rules on the basis of the human resources policy and sanctioned strength of employees as
approved by the BoD.

f. The authority relating to transfer of and disciplinary measures against the staff, except those at
two tiers below the CEO, shall rest on him/her, which he/she shall apply In accordance with the
approved service rules. Besides, under the purview of the human resources policy as approved by
the BoD, he/she shall nominate officers for training etc.

3. Contractual appointment of Advisor and Consultant

SL

Particulars

SRR

i

i 1 i

Rules and regulations for appointment of an Advisor No such Advisor in

Pubali Bank Limited

Experience and Suitability, Responsibilities of the Advisor, Prior approval from Bangladesh N/A
Bank before appointing an Advisor, Remuneration and other facilities of Advisor, Tenure
of Advisor: Appointment of Ex-executive as Advisor,

Rules and regulations for appointment of a Consultant No such Consultant
in Pubali Bank
Uimited

Terms of reference of Consultant, Responsibilties of a2 Consultant, Appointment of a N/A

Consultant, Tenure of a Consultant, Remuneration/nonorarium of a Consultant,
Appointment of Ex-executive as Consultant.
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Compliance with BSEC Guidelines for Corporate Governance:

Status of compliance with the conditions imposed by the Commission’s Notification No. SEC/
CMRRCD/2006-158/134/Admin/44 dated 07 August 2012 and SEC/CMRRCD/2006-158/147/
Admin/48 dated 21 July 2013 issued under section 2CC of the Securities and Exchange
Ordinance, 1969:

X Board of Directors:

Board Size: Board members shall not be less than 5 (five) and v

For the purpose of this dause * independent director” means a
director;

Independent Directors do not hold any share or hold less thanone v/
percent (1%) shares of the toial paid up capital,

Independent Directors are not connected with the company’s v
Sponsor ar Director or Shareholder who helds 1% or more shares.
1.2(I) ¢) Independent Directors do not have any other relationship, V
whether pecuniary or otherwise, with the company or its
Subsidiary/Assoclated Companies.
WY ) Independent Directors are not the Members, Directors or Officers v/
of any Stock Exchange.
ERTUD M Independent Directors are not the Sharehokders, Directors or v/
Officers of any member of Stock Exchange or an Intermediary of
2000 Independent Directors are/were not the partners or exscutives
during preceding 3(three) years of concemed company’s
Statutory Audit Firm.
1.2(ig) They are not the Independent Directors In more than 3(dwes) v
listad Companles.
1.2(i) h) Thay are not convicted by a Court competent jurisdiction as a2 v
defaulter In payment of any loan to a Bank or a Non-Bank
Fnandal Institution (NBFT).
EXTOD M They have not been convicted for a ariminal offence involving v/
moral turpitude.
The Independent Directors shall be appointed by the Board of Such
Directors and approved by the Shareholders in the AGM. appointment to
be approved in
the ensuing 35th
AGM of PBL.

1.20v) The post of Independent Directors cannot remain vacant for more v/
than 90 days.

1.2(v) The Board shall lay down a Code of Conduct of all Board Members
and Annwal Compliance of the Code to be recorded.

1.2 (v1) The tenure of office of an Independent Director shall be fora
period of 3(three) years which may be extended for 1{one) Term
only.

Qualification of Independant Director (ID):

13() Independent Director shall be knowledgesble individual with v
Integrity

1.3 (i) The Independent directors must have at least 12(tweive) yearsof v
corporate management /professional experiences
In special cases above quailfication may be rekoed by the N/A
commission

i4 Separate Chairman and CEO and their roles and responsibilities v
defined clearly.

15 Directors’ Report to Shareholders:

1.5() Industry outiook & possible future developments in the industry.,

1500 Segment wise product-wise performance

i
i
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1.5 ()
15(v)

1.5(v)
1.5 (v

1.5 (i)

Risk and concermns.

Discussion on Cost of goods sold, gross proft margin and net
profit margin.

Discussion on continuity of any Extra-Ordinary gain or loss.

Basls for related party transaction-a statement of all related party
transactions should be discosed in the annual report.

Utilization of proceeds from public issues, right lssues and/or
through any others instruments.

1.5 (vill) An explanation If the financlal result deteriorate after the company

1.5 (ix)

1L5(x)

L5 (xi)

1.5 (xin)

1.5 (i)

1.5 (xiv)

£x oy

150ov)

1.5 (xod)

1.5 (od) a)
1.5 (nd) b)
1.5 (ad) ©)
1.5 (od) d)

L5 (i)

goes for IPO, RPO, Rights Offer, Direct Listing etc.

I Significant variance ocars between Quarterly Fnancial
Performance and Annual Finandal Statements the management
shall explain about the varfance on thelr Annual Report.
Remuneration to directors Including Independent directors.

The finandal statements prepared by the management of the
issuer company present fairly its state of affairs, the results of its
operation, cash flows and changes In equity.

Proper books of acocount of the Issuer company have been
maintained.

Appropriate accounting policies have been consistently applied in
preparation of the financial statements and that the accounting
estimates are based on reasonable and prudent judgment.
International Accounting Standards (1AS)/ Bangladesh Accounting
Standards (BAS) / Intermational Financlal Reporting Standards
(IFRS) / Bangladesh Financial Reporting Standards (BFRS), as
applicable in Bangladesh, have been followed In preparation of
the financial statements and any departure there-from has been
adequately disclosed.

The system of Intemal control Is sound In design and has been
effectively Implemented and monitored.,

There are no significant doubts upon the issuer company’s ability
to continue as & going concem, If the issuer company is not
considered to be a going concern, that fact along with reasons
thereof should be disdosed,

Significant deviations from last year’s opersting results of the
Issuer company shall be highlighted and the reasons thereof
should be explained.

Key operating and financial data of at least preceding S(five) years
shall be summearized,

If the tssuer company has not declared dividend (cash or stock)
for the year, the reasons thereof shall be given.
The number of Board Meeting held during the year and
attendance by each director shall be disclosed,

v

N/A
NA

NA

v

CORPORATE GOVERNANCE

Please refer to Notes of

No such variance

Please refer to Note of

Departure has been
adequately explained in
Note 2.1 to the 5

No doubts upon PBL'S
ablity to continue as a
gaing concem

Dividend declared
10% Stock

The pattern of shareholding shall be reported to disclose the aggregate number of shares (along with

name wise details where stated below) held by:
Parent/Subsidiary/Associated Companies and other related parties
(name wise detais).

Directors, Chief Executive Offices, Company Secretary, Chief
Financial Officer, Head Of Intemnal Audit and their spouses and
minor children (name wise details).

v
v

Executives (top five salaried employees of the Company other v/

than stated In 1.500d) b).
Sharehoiders holding ten percent (10%) or more voting interest
in the company (name wise details).

N/A

Please refer o CG
report

Please refer to CG
report

In case of appointment /re-appointment of a Director the Company shall disclose the following

information to the Shareholders;

A brief resume of the Director.
Nature of his/her expertise n specific functional areas.

15 (odl) ©)

Names of companies In which the person siso holds the
directorship and the membership of committees of the board.
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Appointment of OFO, Head of Internal AudR® and Company
Secretary and should clearty defined their roles, responsibiiities
and duties.

Attendance of CFO and the Company Secretary at Board of
Directors.

Audit Committes:

Audit committea shall be the sub-committee of the Board of
Directors.

The Audit committee shall assist the Board of Directors [n ensuring
that the finandal statements reflect true and fair view of the state
of affairs of the Company and in ensuring a good monitoring
system within the business.

The Audit committee shail be responsibie to the Board of
Directors. The duties of the Audit Committee shall be dearly set
forth in writing.

Constitution of the Audit Commitbee:

The Audit committee shall be composed of at least 3 (three)
members.

Constitution of Audit Committee with Board Members including
one independent Director.

Al members of the Audit Committee should be “finandally
Iiterate™ and at least 1(one) member shail have accounting or

related financial management experience.

3.1 (w) Fllling of Casual Vacancy in Committee.

31(v) The Company Secretary shall act as the Secretary of the
Committee,

3.1 () The Quorum of the audit commitiae meeting shall not constitute
without at least 1(one) Independent director.

32 Chalrman of the Audit Commitbee:

32() Chairman of the Audt Committee shall be an Independent
Director.

3zm Chalrman of Audit Committee shall present In the Annual General
Mesting (AGM).
Role of the Audit Committee:

Oversee the financial reporting process

EXETOIE Monitor choice of accounting policies and principies,
Monitor Intemal Control Risk management process,

3.3(wv) Oversee hiring and performance of external 2udiors.

EXTO M Review along with the management, the annual financial
statements before submission to the Board for approval,

3.3 (v) Review along with the management, the quarterly & half-yearly
financial statements before submission to the Board for approval
Review the adeguacy of Intermal audit function,

3.3 (vlll) Review the statement of significant related party transaction
submitted by the management.

3.3 (x) Review management letters/letter of intemal control weakness
Issued by statutary auditors.

E TS When money is raised through initial public offering (TPO)/repeat

public offering (RPO)/rights issue the company shall disclose to
the Audit Committee about the uses/applications of funds by
mejor category (copital expendture, sales and marketing
expenses, working capital etc.) on a quarterly basls, 2s a part of
their quarterly dedlaration of financial results.

3.4 Reporting of the Audit Committes:
Reporting to the SBoard of Directors:
The Audit Committee shall report on its activities to the Board of
Directors.
The Audit Committee shall immediately report to the Board of
Directors on the following findings, It any:

EZEYUIDM Report on confiict of interests,
Suspectad or presumed fraud or imegularity or material cefect in
the intemnal control system.
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RN (S Suspected infringement of laws, induding securities related laws,
rules and reguiations.
Any other mattar which shall be disciosed to the Board of Directors
immediately.
Reporting of anything having material finandlal Impact to the
Commission.

EXJ Reporting to the Shareholders and General Investors.

40 Appraisal or valuation services or falrmess opinions.

400 Financial Information systems design and implementation.

A0mn Book-keeping or other services related to the accounting records
or financlal statements,

Broker-dealer services,
Actuarial services,

Internal audit services.
Any other sarvice that the Audit Commitiee determines,

UL S W 4w

4 (viii) No partner or employees of the external audit firms shall possess
any share of the company they audit at least during the tenure of
: their aud® assignment of that Company.
(%) Auditjcertification services on compliance of corporate ¥
governance as required under clause (i) of condition No. 7.

LI Subsidiary Company:
Provisions relating to the composition of the Board of Directors of v/
the holding company shall be made applicable to the Compasition
of Board of Directors of the subsidiary company.
At least 1{one) independent director on the Board of Directors of v
the holding company shall be a director on the Board of Directors
of the subsidiary company.
The minutes of the Board meeting of the subsidiary company shall v
“ be placed for review at the following Bazard meeting of the holding
company,
The Minutes of the respective Board meeting of the hoiding v
company shall state that they have reviewed the affairs of the
subsidiary cormpany,
The Audit Committee of the holding company shall also review the v/
financial statements, in particular the investment made by the
subsidiary company.
6.0 Duties of Chief Executive Officer (CEO) and Chief Finandial Officar (CFO):
CX0) They have reviewed financial statements for the year and that to v/
the best af their knowledge and belief.
6(i)a) These statements do not contain any materially untrue statement v/
or omit any material fact or contaln statements that might be
misieading. Please refer to CEO and
8() b) These statements together present a true and fair view of the v CFO's deciaration to the
company’s affairs and are In compliance with existing accounting Board
standards and applicable laws.
& (1) There are to the best of knowledge and belief no transactions v/
entered into by the company during the year which are fraudulent,
illegal or vickation of the company’s code of conduct.
EZJ Reporting and Compliance of Corporate Governance:
The company shall obtain a certificate from a professional v
accountant/secretary  (CA/CMA/CS) regarding compliance of
conditions of corporate governance guidelines of the commission
and shall send the same to the shareholders alongwith the Annwal
Report on a yearly basis.
The directors of the company shall state, In accordance with the v/
Annexure attached in the director's report whether the company
has complied with these conditions.
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Report on Risk Management

REPORT ON RISK MANAGEMENT

Risk is the effect of uncertainty on objectives. It is the combination of probability of an event and
consequences. A fundamental idea in finance is the relationship between risk and return. The greater
the amount of risk that an investor is willing to take the greater the potential return. The reason for
this is that investors need to be compensated for taking additional risk.

The management has to deal with ideas of risk management on proactive basis rather than on
traditional post-facto basis so that it can serve to maximize the shareholders' value efficiently.

Risks and uncertainties are the integral part of the banking, which by nature entails risk taking. Banks
are highly leveraged business organizations and deal with the money of countless depositors and if
the depositors' interest is hampered, the economy will face a halt. Risk is also emerged due to
expansion of business, addition of branches, stringent regulatory compliance and use of information
technology in the banking industry. Thus risk management has become of great importance in the
banking sector.

Due to highly regulated environment, banks cannot afford to take redundant risks. Banks are exposed

to intense competition and hence are compelled to encounter various types of financial and non-
financial risks.

Risks in Banking Sector
S| | Basel related Risks as per | S| | ICAAP related risks as per | S| | Core Risks
No | Pillar-1 no. | Pillar-11 No
1. | Credit Risk 1. | Residual Risk 1. | ICCRisk
2. | Market Risk 2. | Concentration Risk 2. | Money Laundering
3. | Operational Risk a. Credit Concentration Risk Risk
3. | CRM Risk
b. Market Concentration 4. | Foreign Exchange Risk
Risk 5. | ALM Risk
3. |Interest Rate Risk in the | 6. | ICT Risk
Banking Book(IRRBB)
4. | Liquidity Risk
5. | Reputation Risk
6. | Strategic Risk
7. | Settlement Risk
8. | Environmental and Climate
Change Risk
9. | Other Material Risk

Objectives of Risk Management:

The objective of risk management is to identify and analyze risks and manage their consequences.
Risk management is a discipline at the core of every bank and financial institution and encompasses
all the activities that affect its risk profile. It involves identification, measurement, monitoring and
controlling risks to ensure that -

» Theindividuals who take or manage risks clearly understand it;
» The organization's risk exposure is within the limits established by the board;
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» Risk taking decisions are explicit and clear;

» Risk taking decisions are in line with the business strategy and objectives set by the board;
» The expected payoffs compensate for the risks taken; and

» Sufficient capital as a buffer is available to take risk.

Pubali Bank Limited adopted enhanced policies and procedures of risk management according to
guidelines issued by Bangladesh Bank. Risk management strategy is based on a clear understanding
of various risks, disciplined risk assessment, measurement procedures and continuous monitoring.
Pubali Bank Limited continues to focus on improving its risk management systems to ensure
compliance with regulatory requirements as well as to ensure better risk-adjusted return and
optimal capital utilization keeping in mind of the business objectives. For sound risk management,
PBL manages risk in strategic layer, managerial layer, and operational layer.

Risk Management Process in Pubali Bank:

Risk management is to balance the trade-off between risk and return and ensure optimum risk-
adjusted return on capital. The risk management functions of Pubali Bank Limited grapples to
proactively anticipate vulnerabilities at the transaction as well as at the portfolio level, through
quantitative and qualitative examination of the embedded risks. Risk Is managed through a
framework of policies and principles approved by the Board of Directors which ensures that the Bank
operates within its risk appetite.

A Continuous Risk Management Process

- Set Strategy/ Objectives
Communicate & Monitor

Control Risks

The risk management process of the bank operates under following structure:

The Board approves the risk management policies/ core risk guidelines of the Bank in line with the
regulatory guidelines. The Board also sets the Risk Appetite of the Bank at the beginning of the year,

Audit Committee (AC) of the Board reviews the internal audit reports of the bank and operational
risk, and assesses whether internal control of the Bank is proper or not.
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Risk Management Committee (RMC) of the Board oversees the overall Risk Management of the
Bank. The committee also reviews risk management policies & guidelines and submits to the Board
for necessary revision each year.

Pubali Bank Limited established Credit Division, Credit Administration, Monitoring & Recovery
Division, Law Division, Audit & Inspection Division, Monitoring Division, Compliance Division, Risk
Management Division (RMD), International Division, Treasury Division, |ICT Operation Division,
Software Development Division, Anti Money Laundering Division(AMLD), NIS Cell and Basel
Implementation Cell for managing risk.

Pubali Bank Limited also formed various risk management committees i.e. Credit Committee, Asset
Liability Committee (ALCO), Management Committee (MANCOM), Central Compliance Committee,
Management Reporting System Committee (MRS) and Risk Management Committee at Management
level for managing and monitoring of risk throughout the organization.

Risk Management Committee of the Board:

To oversee the risk management of the Bank, the Board has formed a Risk Management Committee
of the Board as per the guidelines of Bangladesh Bank. The Committee supervises various risks arised
from credit, foreign exchange, internal control and compliance, money laundering, information
technology, operation, interest rate, liquidity etc. Four (04) meetings of the Risk Management
Committee of the Board were held in the year of 2017. The names &status of the members of the
Risk Management Committee of the Board are as follows:

Sl No. | Name of the Members I Designation Status with the
Committee

1. Mr. M. KabiruzzamanYakub FCMA (UK}, CGMA Director Chairman

2. Mr.Fahim Ahmed Faruk Chowdhury Director Member

3. Mr. Azizur Rahman Director Member

4, Mr. Md. Abdur Razzak Mondal Director Member

5. Mr. M. Azizul Hug Director Member

6. Mr. Zahid Ahsan GM & Company | Member Secretary
Secretary
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Risk Management Committee and Reporting Line:

Risk Management Committee & Reporting Line

Risk Management
Committee of
the Board

Audit Committee
of the Board

| Managing Director & CEO

MANCOM

a4 Additional Managing Director (AMD)

Chief Risk Officer (CRO}

Risk Management Committee

at Management Level

Risk Management Division
Oversight Monotoring

L

CRM ALM
Monotoring §| Monotoring

AML Stress Test
Monotoring | Monotoring
Desk Desk

X 1cC Capital Mgt. ICT
Monotoring § Monotaring § Monotoring | Manotoring

Desk Desk Desk Desk Desk Desk
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Functions of Risk Management Division of our Bank:

1) To oversee the core risks and other risks;

2) To prepare monthly Risk Management paper and place to Risk Management Committee at
Management Level;

3) To arrange meeting of Management-Level Risk Management Committee (RMC) on monthly
basis and special meeting on "Comprehensive Risk Management Report" (CRMR) for the
half-year ended June/December;

4) Risk Management Report along with the minute of the meeting of Risk Management
Committee at Management Level is report to MD through proper channel for kind
perusal and necessary instruction/approval;

5) Minutes of the Risk Management Committee at Management Level are placed to Risk
Management Committee of the Board and Audit Committee of the Board on quarterly

basis.

6) To comply with the Bangladesh Bank of various issues/inspection etc.

Among various activities of the Risk Management Division the followings are the key task:

7) Risk Appetite:

To prepare risk appetite of the Bank and place to the Board of Directors for approval and send the
same to the Department of Off-site Supervision (DOS) of Bangladesh Bank. Through the statement
covers the following areas:

a) Sector, industry, and area-wise loan target,

b) Concentration on among top-20 borrowers,

c) off-balance sheet exposure as a percentage of total assets,

d) The annual growth rate for loans and advances,

e) Limitations on the percentage of financial liabilities sourced from the top-10 suppliers,

f) The gaps between total assets and liabilities in different time buckets of the liquidity
profile,

g) The gap between rate-sensitive assets and rate-sensitive liabilities in different time
buckets,

h) Various ratios regarding liquid assets,

i) The Capital to Risk-weighted Asset Ratio (CRAR) after applying stress test etc.
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8) Risk Management Report :

Our Risk management Division prepares risk management report on monthly, quarterly and
half yearly basis in accordance with Bangladesh Bank Guidelines. Following analysis are
included amid the risk management report:

i. Analysis of Credit risk
ii. Market Risk

iii. Liquidity Risk

iv. Foreign Exchange Risk
v. Interest Rate Risk

vi. Equity Price Risk

vii. Operational Risk

viii. Reputation Risk

ix. Environmental Risk

X. Money Laundering Risk
xi. Compliance Risk

xil. Other Risks etc.

a) Comprehensive Risk Management Report (CRMR):

We prepare a "Comprehensive Risk Management Report" (CRMR) for the half-year ended
June/December by analyzing all reported risk as per tables/formats provided by Bangladesh
Bank. Thereafter, the statements of CRMR along with meeting minutes of the management-
level risk management committee is submit to the Department of off-site supervision (DOS) of
Bangladesh Bank as per DOS circular Letter No.13 dated 09 September 2015.

b) Risk Management Report(Monthly/Quarterly):

As per Bangladesh Bank's instruction/table/formats, we prepare a consolidated
Monthly/Quarterly Risk Management Report by analyzing all reported risk. We submit the
statements along with meeting minutes of the management-level risk management committee
to the Department of off-site supervision (DOS) of Bangladesh Bank as per DOS circular Letter
No.13 dated 09 September 2015.

Credit Risk Management:

Credit Risk is defined as the potential that a Banks Borrower will fail to meet its obligations in
accordance with agreed terms. To maximize a Bank's risk adjusted rate of return by maintaining
credit risk exposure with acceptable parameters is the goal of credit risk management. The effective
credit risk management is a critical component of a comprehensive approach to risk management
and essential to the long-term success of any banking organization.

Pubali Bank Limited has a comprehensive credit risk management policy, which deals with
identification, assessment, measurement and mitigation of credit risk. Our bank has segregated

120
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duties of the officers/executives involved in credit related activities in line with bank's CRM
guidelines. Credit Division and Credit Administration Monitoring & Recovery Division (CAM&RD) are
playing the key activities i.e. Credit approval, credit administration, monitoring, recovery function
etc. Besides Law Division of the bank also work for credit risk management. Similarly Principal Office,
Regional offices and corporate branches are also separated their works of sanctioning, disbursement,
monitoring and recovery.

Before sanctioning any credit facilities a thorough assessment is done by our credit division, Head
Office; Reglonal Offices, Corporate Branches and Branches. The Risk assessment includes

a) Borrower risk analysis

b) Financial analysis

c) Industry analysis

d) Historical performance of the borrower
e) Security of the proposed credit facility
f) Environmental risk

g) Risk Grading (Credit Risk Grading (CRG), Environmental & Social Risk Rating (ESRR),Credit
Rating made by External Credit Assessment Institutions (ECAls) etc.

All credit proposals have been placed In credit committee (Corporate Branches, Regional Offices,
Principal Offices and Head Office) for recommendation to sanction or decline. Credit committee is
available in Corporate branches, Regional offices, Principal offices and Head office. At Head Office
level Additional Managing Director (AMD is the chairman of the credit committee. Head of the
corporate branch, head of regional offices and GM of the principal offices are the chairman of the
credit committee at Corporate Branch, Region and Principal Office level respectively. Credits
exposures beyond the discretionary power of the Managing Director are placed before the board of
directors of the bank for approval.

Credit Administration, Monitoring and Recovery Division looks after post approval process such as to
better control over loan portfolio by helping completion of documentation, scrutinizing the checklist
of documents, disbursement etc. in a systematic manner and monitor & compliance of all covenants
and conditions precedent. Besides, this division keeps constant follow-up to keep the credits
performing and unclassified.

Our bank gives all out efforts to mitigate risk associated with credit accounts through suitable
collaterals, guarantors, insurance coverage etc. During Credit approval and loan classification, bank
follows Bangladesh Bank Guidelines, circular/instruction and internal
guideline/policy/instruction/circular strictly. Internal Audit is conducted on periodical interval to
ensure compliance of bank's and regulatory policies and external audit firms are also engaged in this
regard.

Foreign Exchange Risk Management:
Foreign exchange risk is the current or prospective risk to earning capital arising from adverse

movements in currency exchange rates. Foreign currency position poses potential foreign exchange
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risk to the balance sheet of Commercial banks, which could have serious negative impact on the
capital position of Bank. Nonetheless, Pubali Bank Limited's prudent management decision
pertaining to foreign currency movement is playing a crucial role in ensuring the safety and
soundness of the bank and the banking system as whole. International Division (ID) and Treasury
Division both work meticulously to mitigate the foreign exchange risk of the bank. Our bank has well
defined policies and guidelines with central bank's directives related Foreign Exchange Risk.
Moreover, to adopt the changing environment, Pubali Bank established dealing room and centralized
foreign exchange and money activities under a single functional area, which is functioning under
Treasury Division.
In order to identify and minimize potential risk of loss arising from foreign exchange risk pubali bank
limited has put in place adequate foreign exchange risk management systems, appropriate
operational guidelines and internal controls whish includes regular monitoring of the followings:

» Exchange Position
Counterparty Limit
Position Reconciliation
NOSTRO Account Reconciliation
Dealing Limit
Intra Day/Intraday/trading dealing Limit per day
Stop loss limit

Single day limit

VVVVVVY

To control the Foreign Exchange Risk our International Division has prepared a Foreign Exchange
Dealing Manual which has covered such risk areas on up to date international trade and commerce.

Asset and Liability Management:

Asset and Liability Management (ALM) can be defined as the comprehensive and dynamic
framework for measuring, monitoring and managing the financial risks associated with changing
interest rates, foreign exchange rates and other factors that can affect the organization's liquidity
and earnings. It is an integral part of bank management and so, it is essential to have a planned and
systematic process for management of the Balance Sheet. The Asset and Liability Management
Committee (ALCO) of Pubali Bank reflects key responsibility for balance sheet risk management. To
ensure highest level of structural balance sheet stability and optimum profitability is another
important responsibility of the ALCO for managing assets and liabilities. Besides, for the strategic
management of interest rate and liquidity risk, ALCO of the bank plays the vital role. At present
Treasury Division of Pubali Bank Limited Is working thoroughly for Asset and Liability Management.
In the meanwhile, PBL established Treasury Front Office, Back Office and Mid Office as per
Bangladesh Bank Guideline to reduce this level of risk.

Liquidity Risk Management:

Failure of the capacity or an inability to meet current obligations of a bank or business entity can be
defined as liquidity risk. On account of funding liquidity or market liquidity this risk may arise.
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Treasury Division of Pubali Bank Limited has sagacious manpower to mitigate Liquidity Risk. The
following tools are used to determine bank's liquidity position:

v

VYYYY Y Y¥YYW

Advance to Deposit Ratio (ADR)

Liquid Asset to Total Deposits Ratio
Liquid Asset to Total Assets Ratio
Snap Liquid Ratio

Volatile Deposit to Total Deposit Ratio
Short Term Borrowing to Liquid Assets Ratio
Maximum Cumulative Outflow (MCO})
Maturity Ladder

Cash flow Projections

Stock of Liquid Assets

Wholesale Borrowing Limit Utilization

Pubali Bank Monitor and Manage Liquidity Risk with the given activities below:

a) Asset and Liability Management Committee (ALCO):

The bank already established an Asset and Liability Management Committee (ALCO) with the
following roles to appease Liquidity and Market Risk:

»
»

A\ 4

VVVVVY

ALCO closely monitors the liquidity position of the bank

ALCO facilitate, coordinate, communicate, and control balance sheet planning with regards to
risks inherent in managing liquidity and convergences in interest rates

Monitor the structure and composition of bank's asset and liabilities and identify balance
sheet management issue that are leading to underperformance.

Decide on the major aspects of balance sheet structure, such as maturity and currency mix of
assets and liabilities, mix of wholesale versus retail funding, deposit mix, etc.

Decide on how to respond to significant, actual and expected increases and decreases in
required funding.

Review maturity profile and mix of assets and liabilities.

Articulate interest rate views of the bank and decide on balance sheet strategy.
Approve and periodically review the transfer pricing policy of the bank.
Evaluate market risk involved in launching of new products.

Review deposit-pricing strategy.

Review contingency funding plan for the bank.
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b) Internal Controls:

Bank incorporated the following in-house liquidity risk management policy:

» An adequate process for identifying and controlling risk
» Established control activities, procedures and information systems
» Review of Liquidity risk Management:

Bank ideally covers and ensures the following monitoring and review:

» Maturity profiles of Assets and Liabilities

» Concentration in sources and application of funds

» Claims and obligations arising from off-balance sheet activities

» The impact of external and internal disruptions on cash flows and customers
» Impact of adverse trends in market asset quality on future cash flows

Liquidity Management:

The bank is determined the best strategy to manage gap in liquidity that is caused by changes in its
balance sheet structure from time to time.

Interest Rate Risk Management:

Interest rate risk is the risk that arises due to adverse movements in interest rates on a bank's
financial condition. Excessive interest rate risk can pose a significant threat to a bank's earnings and
capital. Sources of Interest Rate Risk:

a) Re-pricing risk
b) Yield curve risk
c) Basis risk

d) Optionality risk

Our Treasury Division monitors interest rate risk through duration gap analysis, sensitivity analysis,
Daily Earning At Risk (DEAR) analysis, impact on Net Interest Income (NII) due to change in interest
rate etc. The ALCO monitor the effect in NIl caused by the changes in interest rate and re-adjust Rate
Sensitive Assets (RSA) and Rate Sensitive Liabilities (RSL) into different maturity buckets accordingly.
Our bank has adequate information systems for measuring, monitoring, controlling and reporting
interest rate exposures. Reports are provided on a timely basis to the ALCO, senior management and
individual business line mangers.
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Money Laundering Risk Management:

Money Laundering and Terrorist Financing are global Phenomenon, apparent in almost every part in
the world. Money Laundering Risk arises from non-compliance of money laundering related
instructions of the regulatory body. It's consequence are dire & far reaching and may be in the form
of financial penalty, reputation loss, legal harassment and even the risk of sustainability. It provides
the fuel for drug dealers, terrorists, illegal arm traders, corrupt public officials and others to operate
and expand their criminal enterprises. Success in money laundering encourages the criminals to
continue their illicit schemes which mean more fraud, more drugs & drug related crime, more
violence, unrest in the society and the economy and a general loss of morale on the part of
legitimate business people. Emerging sophisticated techniques of moving illicit money are
compelling the financial intermediaries to make their compliance program more vigorous. Pubali
Bank Limited, as a compliant bank, is firmly determined not to let such money launderers and
terrorists or perpetrators to use it as a channel to launder money of finance terrorism in any possible
way.

Some of the initiatives undertaken by our bank as a part of its rigorous AML & CFT

compliance program are as follows:

» To prevent money laundering and combat terrorist financing, Central Compliance Unit (CCU),
Regional Compliance Unit (RCU) and Branch Compliance Unit (BCU) have been formed headed
by a Chief Anti-Money Laundering Compliance Officer (CAMLCO), Regional Anti- Money
Laundering Compliance Officer (RAMLCO) and Branch Anti-Money Laundering Compliance
Officer (BAMLCO) at Head Office, Regional Offices and Branches respectively.

» Money Laundering and Terrorist Financing Risk management Guideline has been reviewed as
per Bangladesh Bank Guidelines and the same has been disseminated to the branches for
compliance.

» Customer Selection Policy has been prepared and the same has been disseminated to the
branches for compliance.

» So far 29 circulars of former Anti-Money Laundering Department and 20 circulars of present
BFIU of Bangladesh Bank have been disseminated to the branches for compliance.

» Considering the importance of the issue, honorable managing director of our bank issues a
circular letter every year instructing the branches and regional offices to comply with money
laundering and terrorist financing related laws, rules and instructions.

» Uniform account opening form was introduced and branches were advised to obtain full and
accurate information of the client while opening and maintaining accounts.

»> Risk rating of the customers is in force while opening accounts. Branches have been advised to
apply Enhanced Due Diligence for high risk customers, influential persons and politically
exposed persons.

» Branches have been advised to follow the instruction of BFIU circular no. 19 dated 17.09.2017
for opening the accounts of Politically Exposed Persons, Influential Persons and individuals
entrusted with prominent function by international organizations.

» Branches are reporting Cash Transaction Report on monthly basis and the same are being
submitted to BFIU using goAML software.
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» All branches have been advised to report suspicious transaction if transaction of any account is
deemed suspicious.

» Self-Assessment Statement is prepared by the branches on half yearly basis and a summary
report is prepared and submitted to Bangladesh Financial Intelligence Unit. Branches are
followed up to remove the weakness detected in the report.

» Every year Management of our bank approves outreach training calendar to impart training on
AML & CMT at regional offices and corporate branches to the make the officials familiar with
money laundering prevention and combating terrorist financing and to mitigate the risk arising
out therefrom. Pubali Bank Training Institute also arranges training workshop on the issue as
per yearly training plan.

» Ourinternal auditors assess the Money Laundering and Terrorist Financing prevention status of
the branches while conducting audit using Independent Testing Procedure (ITP).

» Our bank has already introduced sanction screening against UN, OFAC, UK and EU sanction list
so that no blacklisted individual/entity can use our banking channel to commit any financial
crime.

» Before establishing correspondent banking relationship, status on money laundering
prevention and combating terrorist financing of the respondent banks are obtained through a
questionnaire developed by Bangladesh Financial Intelligence Unit. Correspondent relationship
is established only upon receipt of all desired information/documents and subject to our
satisfaction.

Basel -1l Implementation:

Bangladesh has entered into the Basel lll regime from January 01, 2015. Bangladesh Bank revised the
capital standard based on Basel Ill and planned to implement it gradually from 2015 to 2019. A
Capital Conservation Buffer (CCB) of 2.5% is to be built up @ 0.625% each year from the beginning of
2016 to 2019. This is in addition to existing Minimum Capital Requirement {(MCR) of 10%. It means
CRAR requirement will be 12.50% from January 01, 2019.

To increase the guality and quantity of the capital base of the Bank, Basel Ill has introduced the
following measures:

1. Tier 1 capital has been divided into two parts: Common Equity Tier 1 (CET1) and Additional
Tier 1 (AT1).

The definition of capital has been made stringent. Tier 3 capital has been eliminated.

3. The Bank has to maintain 3% leverage ratio along with Liquidity Coverage Ratio (LCR) of
100% or more and Net Stable Funding Ratio (NSFR) of more than 100%.

Puball Bank Limited is well positioned In respect of capital and risk management. It has commenced
reporting of CRAR, leverage and liquidity ratio from January 01, 2015 following the new risk based
capital adequacy framework.

The overall scenario as of December 31, 2017 under Pillar- is depicted below:

Consolidated Leverage

CRAR Ratio
12.93% 12.54% 6.05% 204.02% 103.82%
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The Bank has a Supervisory Review Process (SRP) team comprising of members from the senior
management.

They participate in dialogues with the Supervisory Review Process Evaluation (SREP) team of
Bangladesh Bank on the issue of maintenance of adequate capital to compensate all the risks
associated with business.

Pillar-11l of Basel! Il aims at promoting market discipline through regulatory disclosure requirements.
The reports on disclosure enable market participants to assess more effectively key information
relating to Bank's regulatory capital and risk exposures in order to keep confidence about the Bank's
exposure to risk and overall regulatory capital adequacy. The Bank has published the disclosure
incorporating all the changes in the revised guidelines. The Bank has also made a significant progress
in implementing Basel-lll and preparing itself to meet the upcoming challenges for implementing
advanced approaches of calculating credit, market and operational risks.

Stress Testing:

Stress testing is an integral part of Supervisory Review Process and is conducted through a
prescribed format given by Bangladesh bank where impact on Capital to Risk Weighted Asset Ratio
(CRAR) is assessed taking into account plausible shocks.

Stress Testing is one of the effective and popular ways to alert bank management with regard to
adverse unexpected outcomes related to variety of risks and provides an indication how much
capital adequacy ratio (CAR) might be needed to absorb losses, if any shocks occur.

In the context of ICAAP under Pillar Il of Basel lll, banks consider Stress Testing as a diagnostic tool to
improve the understanding of its risk profile. Bangladesh Bank has advised to conduct quarterly
Stress Testing to measure resilience of the Bank. Therefore as a part of risk management, the Bank
prepares stress testing report on quarterly basis to check out four major risks (interest rate risk,
credit risk, equity price risk, liquidity risk) under different levels of magnitude to ensure optimum
allocation of capital across its risk profile. In Stress Testing of the Bank different analytical tools are
used, like sensitivity analysis which assesses the impact on an institution's financial condition of a
move In one particular risk factor, scenario test which tends to consider the impact of simultaneous
moves in a number of risk factors, and duration GAP analysis which is the analysis of the gap in
duration.

Internal Control and Compliance (ICC) System:

Board of Directors of the Bank has responsibility to ensure compliance at all levels in the bank's day-
to-day operations. The ICC wing ensures the internal control structure in the bank with appropriate
assignments, accountability of the personnel and delegation of authorities to functional
management to create control and ensure a compliance culture within the organization under the
active guidance and supervision of the Senior Management and the Board of Directors.

As per Bank Company Act-1991, as amended in 2013, the ICC should be independent and sovereign.
It will act independently without influence of Management. Head of ICC will not be involved in bank
operational activities, but oversee whether bank is following the guidelines of regulatory bodies,
institutional policies and procedures set by/approved by the Board of Directors and Laws of land.
The reporting line of ICC ensures that internal audit functions are dealt with independently from the
ambit of management and its report is submitted to the Audit Committee of the Board.
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Internal Control and Compliance Risk Management

Pubali Bank Limited has a well-structured Internal Control and Compliance (ICC) wing headed by
Additional Managing Director with the following three distinct Division headed by a senior level
executive. Under ICC wing 03 divisions are functioning separately and independently. These are;

% Audit and Inspection Division
% Compliance Division
€ Monitoring Division

The mission of Pubali Bank's compliance function is to promote the culture and practice of
compliance of legal and regulatory requirements and the Banks ethical standards.

Access of ICCD

Pubali Bank's ICC wing is independent from the Management, with a direct access to the Audit
Committee of the Board and Board of Directors (if required). ICC has the authority to propose
initiatives and changes directly to the Board of Directors. Accordingly, The Board of Directors
formulates policy for the Bank.

Compliance Culture

Puball Bank operates under a legal and regulatory controlled environment. It has Anti-Money
Laundering (AML) and Combating Financing of Terrorists (CFT) Policy. Moreover we have Money
Laundering Terrorist Financing Risk Management Guidelines. It strives to be a highly compliant Bank.
Every Division of Head Office and each unit of the Bank has been assigned with the responsibility to
conduct operations complying with all the laws, regulations, directives of regulatory bodies and
requirement of international agencies. The Sanction-list provided by BFIU, UNSC, EU, OFAC,
HMT(UK), AUSTRAC etc. are scrutinized before execution of transaction by in-house developed
software PIBS. The Bank's Central Compliance Committee (CCC) takes all necessary steps and
supervisory measures to prevent money laundering and terrorist financing activities through use of
the bank's service outlets by complying with all guidelines and directives of Bangladesh Financial
Intelligence Unit (BFIU) of Bangladesh Bank. Apart from the above, Audit & Inspection Division under
ICC wing of Head Office conducts strict audit of Bank's each division and each branch for ensuring
compliance with norms of banking and prescribed rules of regulatory bodies.

Internal Control and Compliance
Internal Control

Pubali Bank Limited has established an effective internal control system whose primary aim is to
ensure the overall control of risks and provide reasonable assurance that the objectives set by the
Bank will be met. The Board of Directors of the Bank, through its Audit Committee, periodically
reviews the effectiveness of Bank's internal control system covering all the material controls,
including financial, operational and compliance controls, risk management systems, the adequacy of
resources, qualifications and experience of staff of the accounting and financial reporting function,
training programs, budget, etc. Board Audit Committee reviews the actions taken on internal control
issues identified by the Internal & External Auditors and Regulatory Authorities. It has active
oversight on the internal audit's independence, scope of work and resources and it also reviews the
functions of Internal Control & Compliance Wing of Head Office, particularly the scope of the annual
audit plan and frequency of the internal audit activities.
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Monitoring Division of ICC Wing monitors/supervises the operational performance of individual
divisions/ branches through various control tools such as Departmental Control Function Checklist
(DCFCL), Quarterly Operation Report (QOR), Loan Documentation Checklist (LDCL), Self -Assessment
Anti-Fraud Internal Control Checklist. The Division also monitors all branches and
divisions/departments at Head Office through Pubali Monitoring System (PMS) developed by our
Software Development Division. The monitoring Division prepare annual report on the Health of the
Bank with emphasis given to the dynamism of Banks financial health, Internal Control & Compliance
Health and Image & Reputation Health.

Internal Audit

To carry out the analysis and independent appraisal of the adequacy and effectiveness of the bank's
risk management framework and internal control environment, Pubali Bank has formed an effective
control system by establishing Audit & Inspection ( A&I) Division under ICC wing. A & | division
continually recognizes and assesses all the material risks that could adversely affect the achievement
of the Bank's goals. The risk assessment by internal control focuses more on compliance with
regulatory requirements, soclal, ethical and environmental risks that affect the banking industry. It
ensures reliable financial and managerial information that promote better strategic decision for the
Bank.

The Internal Audit team conducts regular audit functions on the business activities of the Bank based
on different manuals, instructions, guidelines and procedures laid down by local regulatory bodies
time to time. Internal Auditor works as the Eyes & Ears of the management. It may therefore be used
to bridge the gap between management & shop floor. It can assure the management that the
Internal Controls are adequate and in operations. The policies and systems laid down are being
adhered to and accounting records provided by the lower level are correct. Internal Audit Activity of
Pubali Bank is effective and it provides senior management with a number of important services.
These include detecting and preventing fraud, testing internal control, and monitoring compliance
with own policies & procedures, applicable rules & regulations, instructions/ guidelines of regulatory
authority etc.

Information Technology (IT) Audit

IT Audit has already been started as per the Central Bank's Guidelines to identify the Intrinsic risks
and manage those risks in an effective and efficient manner. A number of inherent risks such as data
collapse, data loss, data modification, unauthorized access to data etc. may arise within the Bank.
Pubali Bank service delivery is designed on IT platform. IT Auditor follows the prescribed guidelines,
solves the unsettied issues and also suggests to the higher Management for needful action.

ICT Risk Management:

Pubali Bank Limited has changed the way it provides services to its customers through transforming
the manual process to automated system, converting branch banking to centralized real time online
banking with harnessing the power of Information and Communication Technology (ICT). Security of
Information of our bank has therefore gained much importance, and it is vital for us to ensure that
the risks are properly identified and managed. Moreover, information and information technology
systems are essential assets for the bank as well as for its customers and stakeholders. Maintenance
of these assets is critical to ensure the uninterrupted services to customers and the organizations'
sustainability. It is our utmost responsibility to protect the information from unauthorized access,
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modification, disclosure and destruction.

Considering the cyber-attacks on ATM and Card of different banks and SWIFT system of Bangladesh
Bank, Pubali Bank Limited has upgraded its ICT Security Guideline considering the updated guideline
of Bangladesh Bank and introducing the security measures accordingly.

Our key achievements for ICT Risk Management through protecting our system and securing ICT
environments are:

OO0

Establish a standard ICT Security Policy and ICT Security Management

Ensuring secured and stable setup of its ICT Infrastructure

Establish a secured environment for the processing of data

Establish a holistic approach for ICT Risk Management

Identifying information security risks and their management

Communicating the responsibilities for the protection of information
Prioritization of information and information systems those need to be protected
Aware and trained the users associated with managing the ICT infrastructure

While designing our system, we considered the following pillars keeping robust ICT security policy,
security procedure and ICT Risk Management in the basement:

A.
B.
C

130

ICT Security Management

ICT Risk Management

ICT Service Delivery Management

Infrastructure Security Management

Access Control of Information System

Business Continuity and Disaster Recovery Management
Acquisition and Development of Information Systems
Alternative Delivery Channels (ADC) Security Management
Service Provider Management

Customer Education

Pubali Bank Limited | Annual Report 2017



Basel-lIl

MARKET DISCIPLINE-PILLAR-III DISCLOSURES UNDER BASEL-III

As on 31 December 2016

Capital Adequacy under Basel-lli:

Banks operating in Bangladesh are maintaining capital since 1996 on the basis of risk weighted assets in
line with the Basel Committee on Banking Supervision (BCBS) capital framework published in 1988.
Considering present complexity and diversity in the banking industry and to make the banks' capital
requirement more risk sensitive, Bangladesh Bank, being the central bank of the country has decided to
adopt the Risk Based Capital Adequacy for banks in line with capital adequacy framework devised by the
BCBS popularly known as 'Basel II'. Bangladesh Bank prepared a guideline to be followed by all scheduled
banks from January 2009. Both the existing capital requirement rules on the basis of Risk Weighted Assets
and revised Risk Based Capital Adequacy Framework for Banks as per Basel Il were followed
simultaneously initially for one year. For the purpose of statutory compliance during the period of parallel
run lLe. 2009, the computation of capital adequacy requirement under existing rules prevailed. Onthe
other hand, revised Risk Based Capital Adequacy Framework as per Basel Il had been practiced by the
banks during 20089 so that Basel Il recommendation could effectively be adopted from 2010. From January
2010, Risk Based Capital Adequacy Framework as per Basel Il have been fully practiced by the banks
replacing the previousrules under Basel-l. Bangladesh Bank adopted "Guidelines on Risk Based Capital
Adequacy (Revised Regulatory Capital Framework for banks in line with Basel 111)" as per BRPD circular no.
18 dated 21 December 2014 replaced of "Guidelines on Risk Based Capital Adequacy (Revised Regulatory
Capital Framework for banks in line with Basel I11)". This circular came into force with effect from January
01, 2015. Pubali Bank Limited is maintaining its capital requirements at adequate level as per "Guidelines
on Risk Based Capital Adequacy (Revised Regulatory Capital Framework for banks in line with Basel I11)"

The guideline is structured around the following three aspects or pillars of Basel-lll:

i Minimum capital requirements to be maintained by a bank against credit, market and operational
risk;

il. Supervisory Review i.e., Process for assessing overall capital adequacy in relation to a bank's risk
profile and a strategy for maintaining its capital at an adequate level;

iil.  Market Discipline i.e., to make public disclosure of information on the bank's risk profiles, capital
adequacy and risk management.

Disclosure framework of Pubali Bank Limited :

Disclosure includes the following as per Bangladesh Bank guidelines:

e Scope of Application

e Assets under Banking Book and Trading Book
e Credit risk

e Equity disclosure for Banking Book positions
Interest rate risk in Banking Book (IRRBB)
Market risk

Operational risk

Leverage Ratio

Liquidity Ratio

Remuneration
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Disclosure under Pillar Il :

Disclosure given below as specified by RBCA Guideline:
A) Scope of Application :
Qualitative Disclosure :

(a) The name of the top corporate

entity in the group to which this
guidelines applies.

Pubali Bank Limited

(b) An outline of differences in the

basis of consolidation for
accounting and regulatory
purposes, with a brief
description of the entities
within the group (a) that are
fully consolidated; (b) that are
given a deduction treatment;
and (c) that are neither
consolidated nor deducted (e.g.
where the investment is risk
weighted)

The consolidated financial statements of the Bank include the
financial statements of (a} Pubali Bank Limited (b) Pubali Bank
Securities Limited. A brief description of these are given
below:

Pubali Bank limited

Pubali Bank limited (the Bank) was incorporated in the year
1959 under the name and style of Eastern Mercantile Bank
Limited under Companies Act 1913, After the country's
liberation in 1971, the Bank was nationalized as per policy of
the Government of Bangladesh under the Bangladesh Bank
(Nationalisation) Order 1972 (PO No. 26 of 1972) and was
renamed as Pubali Bank. Subsequently, the Bank was
denationalized in the year 1983 and was again incorporated
in Bangladesh under the name and style of Pubali Bank
Limited in that year. The government transferred the entire
undertaking of Pubali Bank to Puball Bank Limited, which
took over the same as a going concern,

Pubali Bank Securities Limited

Pubali Bank Securities Limited (PBSL) was Incorporated on the
21st June 2010 under the Companies Act, 1994 as a public
limited company. It is a subsidiary company of Pubali Bank
Limited holds all the shares of the company except for
thirteen shares being held by thirteen individuals, The
company has been established as per Securities & Exchange
Commission's (SEC) Letter # SEC/Reg/DSE/MB/2008/444/
dated 20.12.2009. The Registered Office of the company is
situated at A-A Bhaban (7th floor), 23 Motijheel C/A, Dhaka-
1000, Bangladesh. The company has started its commercial
activities from 01 February 2011.

The main objects of the company is to carry on the business
of a stock broker and stock dealer house and to buy, sell, and
deal in, shares, stocks, debentures, bonds and other
securities and to carry on any business as is permissible for a
broker and dealer house duly licensed by the Securities &
Exchange Commission of Bangladesh.

(a) Any restrictions, or other major

impediments, on transfer of
funds or regulatory capital within
the group.

Not applicable

132
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Quantitative Disclosure :

(a) The aggregate amount of capital
deficiencies in all subsidiaries
not included in the consolidation Not applicable
that are deducted and the
name(s) of such subsidiaries.

B) Capital Structure :
Qualitative Disclosure :

(a) Summary information of the | The terms and conditions of the main features of all capital
terms and conditions of the | Instruments have been segregated In line with of the
main features of all capital | eligibility criteria set forth vide BRPD Circular No. 35 dated 29
instruments, especially in the | December 2010 and BRPD Circular No. 18 dated 21 December
case of capital instruments | 2014 and other relevant instructions given by Bangladesh

eligible for inclusion In CET 1, | gank from time to time. The main features of the capital
Additional Tier 1 or Tier 2. instruments are as follows:

Tier - | Capital instruments :

Paid-up share capital : Issued, subscribed and fully paid up
share capital of the Bank. It represents Paid up Capital, Right
Shares as well as Bonus Shares issued from time to time.

Statutory Reserve : As per Section 24(1) of the Bank
Companies Act, 1991, an amount equivalent to 20% of the
profit before taxes for each year of the Bank has been
transferred to the Statutory Reserve Fund until equal to Paid
up capital.

Bank is complied in this respect.

General reserve : Any reserve created through Profit and Loss
Appropriation Account for fulfilling any purpose.

Bank is complied in this respect.

Retained Earnings : Amount of profit retained with the
banking company after meeting up all expenses, provisions
and appropriations.

Bank is complied in this respect.
Tier - Il capital instruments :

General provision maintained against unclassified loans and
off-balance sheet exposures: As per BB directive, amount of
provision maintained against unclassified loans and off-
balance sheet exposures as of the reporting date has been
considered.

Subordinated Bond of BDT 5,000.00 Million issued in the year
2017.
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Quantitative Disclosure : Taka in million
Solo Consolidated
(a) The amount of Tier | v Paid up Capital 9,508.03 9,508.03
Capital, with ¥ Non-tepayable share - -
separate disclosure premium account
of : (as of ¥ Statutory reserve 9,510.25 9,510.25
31.12.2017) v General reserve - -
CET 1 Capital ¥ Retained earnings 4,198.50 3,825.30
v Minority Interest in
subsidiaries - -
¥ Non-cumulative - -
irredeemable preference
share 2321678 | 22,843.58
Additional Tier 1 Capital - -
Total Tier 1 Capital 23,216.78 22,843.58
(b) Total amount of Tier
-1l Capital 9,736.70 9,736.70
(c) Other deduction
from Capital 978.30 1,194.80
(d) Total | eligible capital 31,975.18 31,385.48
C ) Capital Adequacy :
Qualitative Disclosure :

Capital Adequacy is the cushion required to be maintained
for covering the Credit risk, Market risk and Operational risk
so as to protect the depositors and general creditors interest
against such losses. In line with BRPD Circular No. 35 dated
29 December 2010, and BRPD Circular No. 18 dated 21

(a) A summary discussion of the
Bank's approach to assessing
the adequacy of its capital to
support current and future

activties. December 2014, the Bank has adopted Standardized
Approach for Credit Risk, Standardized (Rule Based)
Approach for Market Risk and Basic Indicator Approach for
Operational Risk for computing Capital Adequacy.
Taka in million
Quantitative Disclosure : Solo Consolidated
(a) Capital requirement for Credit Risk: 21,508.98 20,740.38
(b) Capital requirement for Market Risk: 952.82 1,985.80
(c) Capital requirement for Operational Risk: 2,262.77 2,295.48
(d) Total required Capital 24,724 57 25,021.67
(e) Total Capital avallable 31,975.18 31,385.48
(f) Total capital, CET1 capital, Total Tier 1
capital and Tier 2 capital ratio: Total =12.93%
CET 1= 9.38% -
» For the Bank alone Tier 1= 9.38%
Tier 2= 3.55% Total = 12.54%
CET1=9.04%
»  For the consolidated group - Tier 1= 8.04%
Tier 2= 3.51%
(g) Capital Conservation Buffer 27,815.20 28,149.40
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Qualitative Disclosure :

(a) The general
qualitative
disclosure
requirement with
respect to credit

risk, including:

*  Definitions of
past due and
impaired (for
accounting
purposes)

Bank classifies loans and advances (loans and bill discount in the
nature of an advance) into performing and non-performing loans (NPL)
in accordance with the Bangladesh Bank guidelines in this respect.

An NPL is defined as a loan or an advance where interest and / or
installment of principal remain overdue for more than S0 days in
respect of a Continuous credit, Demand loan or a Term Loan etc.

Classified loan is categorized under following 03 (three) categories:

» Sub- Standard
» Doubtful
» Bad& Loss

Any continuous loan will be classified as :

» Sub-standard' if it is past due/overdue for 3 months or beyond
but less than 6 months,

» Doubtful' if it is past due/overdue for 6 months or beyond but
less than 9 months.

» Bad/Loss' if it is past due/overdue for 9 months or beyond.

Any demand loan will be classified as :

» Sub-standard' if it remains past due/overdue for 3 months or
beyond but not over 6 months from the date of claim by the
bank or from the date of creation of forced loan.

» Doubtful' if it remains past due/overdue for 6 months or beyond
but not over 9 months from the date of claim by the bank or
from the date of creation of forced loan.

» Bad/Loss' if it remains past due/overdue for 9 months or beyond
from the date of claim by the bank or from the date of creation
of forced loan.

In case of any installment(s) or part of instaliment(s) of a Fixed Term
Loan is not repaid within the due date, the amount of unpaid
installment(s) will be termed as 'past due or overdue instaliment'.

i. In case of Fixed Term Loans amounting up-to Tk 10.00 lacs:

» [f the amount of 'past due installment’ Is equal to or more than
the amount of installment(s) due within 6 (six) months, the
entire loan will be classified as "Sub-standard".
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» |If the amount of 'past due installment’ is equal to or more than
the amount of installment(s) due within 9 (nine) months, the
entire loan will be classified as "Doubtful",

» |If the amount of 'past due installment’ is equal to or more than
the amount of installment(s) due within 12 (twelve) months, the
entire loan will be classified as "Bad/Loss".

ii. In case of Fixed Term Loans amounting more than Tk. 10.00 lacs:

» |If the amount of 'past due installment' Is equal to or more than
the amount of installment(s) due within 3 (three) months, the
entire loan will be classified as "Sub-standard".

» |If the amount of 'past due installment’ is equal to or more than
the amount of instaliment{s) due within 6 (six) months, the
entire loan will be classified as "Doubtful”.

» If the amount of 'past due installment’ is equal to or more than
the amount of installment(s) due within 9 (nine) months, the
entire loan will be classified as "Bad/Loss".

Rate of Provision are as follows :
Short Consumer finand Loans
Term Agr - SMEF | BH5/NBS/ | g coner
Particars Cois | O || o S0 | “oredt
Micro P . Card against
credt shares etc.
i Standard % 5% 1% % % | 0.25% % 1%
SMA N/A S% | Ix | 2% | 2% |02%] 2% 1%
s§ 5% | 20% | 20% | 20% | 20% | 20% | 20% 20% |
Cissifed OF 5% 0% | S0% | So% | so% | sox | so% 0%
Bl 100% | 100% | 100% | 100 | 100% | 100% | 100% | 100%

s Discussion of the The Board approves the credit policy keeping in view relevant
Bank'screditrisk | Bangladesh Bank guide lines to ensure best practice in credit risk
management management and maintain quality of assets. Authorities are properly
policy delegated in ensuring check and balance in credit operation at every

stage |.e. screening, assessing risk, identification, management and

mitigation of credit risk as well as monitoring, supervision and recovery
of loans with provision for early warning system. There is a separate

Credit Risk Management Division for ensuring proper risk management

of Loans and Credit Monitoring and Recovery Division for monitoring and

recovery of irregular loans. Adequate provision is maintained against
classified loans as per Bangladesh Bank Guidelines. Status of loans are
regularly reported to the Board/Board Audit Committee. Besides, Credit

risk management process involves focused on monitoring of Top- 30

Loans, Top- 20 Defaulters, Sectorial exposures viz-a-viz among others

limit.
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Quantitative Disclosure : —
(a) Total gross credit risk Loans 70,676,080,763
exposures broken down by Cash credits 49,388,706,881
major types of credit Overdrafts 61,027,188,635
s Loan against merchandise 7,731,155
Packing credits 751,443,886
Loan against trust receipts 11,771,127,787
Puball Prochesta 288,960,254
Non-resident Credit Scheme 644,920
Pubali Subarna 4,936,364,669
Pubali Karmo Uddog 181,430,008
Pubali Sujon 41,061,616
Pubali Utsob 25,503,780
Payment against documents 4,066,645,531
Consumers loan scheme 14,111,214,579
EDF loan 49,16,516,503
Lease finance 5,328,312,904
Bill purchased and discounted 11,937,344,805
Others 83,318,869
Total 239,539,597,542
(b) Geographical distribution of | Urban
exposures, broken down in Dhaka 116,806,820,717
significant areas by major Chittagong 38,959,716,143
types of credit exposure Sylhet 7,009,945,468
Barisal 2,816,073,677
Khulna 7,026,787,598
Rajshahi 4,480,869,004
Rangpur 4,174,952,826
Mymensingh 3,937
185,212,385,461
Rural
Dhaka 26,688,300,244
Chittagong 4,246,173,413
Sylhet 5,966,794,508
Barisal 742,324,499
Khulna 1,629,208,688
Rajshahi 2,339,358,625
Rangpur 771,475,862
Mymensingh 2,672,408,257
45,056,044,095
Outside Bangladesh
Foreign bills/drafts purchase 9,271,167,986
Total 239,539,597,542
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{c) Industry or counter party type | Agriculture 4,260,731,429
distribution of exposures, Jute 394,712,909
broken down by major types Textile 22,999,350,999
of credit exposure Ready-made garments 20,246,657,564

Steel & engineering 9,814,033,046
Ship scraping 2,968,906,527
Edible ol 5,255,881,601
Cement 3,158,627,213
Pharmaceuticals 3,750,572,363
Food & allied 16,134,583,543
Paper, paper products and packaging 966,992,332
Leather 430,087,884
Printing & Dyeing Industries 3,483,670,421
Others Manufacturing Industries 9,697,451,592
Energy and power 1,887,210,248
Hospitals, Clinics and other health services|  4,002,633,152
Construction 6,300,567,661
Housing 13,378,518,955
Transport and communication 1,218,492,762
Others Service Industries 1,071,434,667
Trade & Commerce 57,532,345,993
NBFI (Non Bank Financial Institution) 4,803,995,044
NGO 8,420,696,176
Consumer Finance 19,028,895,504
Others 18,332,547,557

Total 239,539,597,542

(d) Residual contractual maturity | Loans and advances
break down of the whole Repayable on demand 20,117,731,379
portfolio, broken down by Up to 3 months 53,106,603,882
major types of credit Over 3 months but below 1 year 82,356,533,838
exposure. Over 1 year but below 5 years 57,329,727,088

Over 5 years 14,6591,656,550
227,602,252,737
Bills purchased and discounted 4,688,689
Ref“";b'eo:';:em"" 1,478,988,296
DIOW & maxiths 10,453,667,820
Over 3 months but below 6 months 11,937,344,805
Total 239,539,597,542

(e) By major industry or counterparty type:

i. Amount of Impaired loans and if available, past due loans, 20,786,943,558
ii. Specific and general provisions 10,656,234,798

iii. Charges for specific allowances and charge-offs during the period
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(f) Gross Non Performing Assets | Movement of Non Performing
{NPAs) : Assets{NPAs) :
Opening Balance 10,921,455,576
Non Performing Assets(NPAs) | Additions 9,865,487,982
to Outstanding Loans & Reductions/Recovery -
advances Closing Balance 20,786,943,558
Movement of Specific Provision for Non
Performing Assets(NPAs) :
Opening Balance 4,223,743,657
Provision made during the year 3,875,000,000
Write-off {1,050,905,215)
Recoveries of amounts
-previously write ~off 79,813,814
Provision transferred in 324,956,865
Write-back of excess provision -
Other provision 891,595,441
Closing Balance
8,344,204,562

E) Equities: Disclosures for Banking Book Positions

Qualitative Disclosure :

(a) The general

including:

@ differentiation

gualitative
disclosure requirement with
respect to the equity risk,

between

Investment in equity mainly for capital gain purpose but

holdings on which capital gains
are expected and those taken
under other objectives
including for relationship and
strateglc reasons; and

Bank has some investment for strategic reasons.

Quoted shares are valued at cost. Necessary provision is
maintained if market price fall below the cost price.
Unquoted shares are valued at cost.

@ discussion of important
policies covering the valuation
and accounting of equity
holdings in the banking book.
This includes the accounting
techniques and valuation
methodologies used, including
key assumptions and practices
affecting valuation as well as
significant changes in these
practices.
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Quantitative Disclosure :

{(a) Value disclosed in the balance sheet of investment, as
well as the fair value of those investments; for
quoted securities, a comparison to publicly quoted
share values where the share price is materially
different from fair value,

Cost price of quoted share BDT
3,893,531,493.00 & Market value of
quoted share BDT 4,485,469,965.00

{b) The cumulative realized gains (losses) arising from | BDT 531,659,730.00
shares and liquidations In the reporting period.
(c) * Total unrealized gains (losses) - quoted shares BDT 591,938,472.00
* Total latent revaluation galn (loses) BDT  Nil
* Any amounts of the above included in Tier 2 capital BDT NIl
(d) Capital requirements broken down by appropriate
equity grouping, consistent with the bank's Nil

methodology, as well as the aggregate amounts and
the type of equity investments subject to any
supervisory provisions regarding regulatory capital
requirements.

F) Interest rate risk in the banking book (IRRBB) :

Qualitative Disclosure :

(a) The general qualitative disclosure | Interest rate risk is the potential that the value of

requirement including the nature of
IRRBB and key assumptions,
including assumptions regarding
loan prepayments and behavior of
non-maturity deposits, and
frequency of IRRBB measurement.

the On Balance Sheet and the Off Balance Sheet
position of the Bank would be negatively affected
with the change in the Interest rate. The
vulnerability of an institution towards the advance
movement of the Interest rate can be gauged by
using Duration GAP under Stress Testing Analysis.

Pubali Bank Limited has also been exercising the
Stress Testing using the Duration GAP for
measuring the Interest Rate Risk on its On Balance
Sheet exposure for estimating the impact of the
net change In the market value of equity on the
Capital to Risk weighted Asset Ratio (CRAR) due to
change in interest rates only on its On Balance
Sheet position (as the Bank holds no Interest
bearing Off Balance Sheet positions and or
Derivatives). Under the assumption of three
different interest rate changes l.e. 1%, 2% and 3%.
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economic value (or

by currency (as relevant).

(b) The increase (decline) In earnings or
relevant
measure used by management) for
upward and downward rate shocks
according to managementmethod
for measuring IRRBB, broken down

Market Value of Assets {Fig. in million) | 368,466.80
Market Value of Liability (Fig. in million) | 341,439.50
Duration GAP in years (times) 0.54

Market Risk :
Qualitative Disclosure :

(a) Views of BOD on trading /
investment activities

The Board approves all policies related to market risk,
sets limits and reviews compliance on a regular basis.
The objective s to provide cost effective funding last
year to finance asset growth and trade related
transaction.

Methods used to measure Market
risk

Standardized approach has been used to measure the
market risk. The total capital requirement in respect of
market risk is the aggregate capital requirement
calculated for each of the risk sub-categories. For each
risk category minimum capital requirement s
measured In terms of two separately calculated capital
charges for 'specific risk’ and 'general market risk'.

Market risk Management system

The Treasury Division manage market risk covering
liquidity, Interest rate and foreign exchange risks with
oversight from Asset-Liability management Committee
(ALCO) comprising senior executives of the Bank. ALCO
is chaired by the Managing Director. ALCO meets at
least once in a month.

Policies and process for mitigating
market risk

There are approved limits for Market risk related
instruments both on-balance sheet and off-balance
sheet items. The limits are monitored and enforced on
a regular basis to protect against market risks. The
exchange rate committee of the Bank meets on a daily
basis to review the prevailing market condition,
exchange rate, forex position and transactions to
mitigate foreign exchange risks.
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Quantitative Disclosure :

Taka in million
Solo Consolidated

( b) The capital requirements for :
Interest rate risk
Equity position risk
Foreign exchange risk
Commaodity risk

897.00 1,930.00
55.83 55.83

H) Operational Risk :

Qualitative Disclosure :

» Views of BOD on system to reduce
Operational Risk

The policy for operational risks including
internal control & compliance risk is approved
by the board taking into account relevant
guldelines of Bangladesh bank. Audit
committee of the Board oversees the
activities of Audit & Inspection Division,
Monitoring Division and Compliance Division
under Internal Control & Compliance Wing to
protect against all operational risks.

» Performance gap of executives and
staffs

Pubali Bank Limited has a policy to provide
competitive package and best working
environment to attract and retain the most
talented people available in the industry. The
Bank's strong brand image plays an important
role in employee motivation. As a result,
there is no significant performance gap.

» Potential external events

No potential external events is expected to
expose the Bank to significant operational
risk.

» Policies and processes for mitigating
operational risk

The policy for operational risks including
internal control & compliance risk is approved
by the Board taking into account relevant
guidelines of Bangladesh Bank. Policy
guidelines on Risk Based Internal Audit
system is in operation as branches are rated
according to their risk status and branches
having more risk score are subjected to more
frequent audit by Audit & Inspection Division.
It is the policy of the bank to put all the
branches of the bank under any form of audit
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at least once in a year. Head of ICC Wing
reports to Managing Director and Audit

Committee of the Board.
» Approach for calculating capital | Basic Indicator Approach is used for
charge for operational risk calculating capital charge for operational risk

as of the reporting date.

antitative Disclosure :
o o Taka in million
Solo Consolidated
( b ) The capital requirements for Operational Risk 2,262.77 2,295.48

1) Liquidity Ratio:

Qualitative Disclosure :
Liquidity risk Is faced by a bank when it is
» Views of BOD on system to reduce unable to meet its financial obligations when
Liquidity Risk : they fall due. Liquidity risk can arise due to

market liquidity or funding liquidity. Report
on liquidity risk management is regularly
submitted to the Risk Management
Committee of the Board and they oversee
the liquidity position and suggest corrective
action to ensure better liquidity position of
the Bank.

Various liquidity measurement tools like
Advance to Deposit (AD) Ratio, Liquid Assets
» Methods used to measure Liquidity to Total Deposit Ratio, Liquid Assets to Total

Risk : Assets Ratio, Snap Liquidity Ratio, Maximum
Cumulative Outflow (MCO), Liquidity
Coverage Ratio (LCR), Net Stable Funding
Ratio (NSFR), Structural Liquidity Profile etc.
are used to measure liquidity risk.

To manage the liquidity risk, ALCO regularly
monitors various ratios & parameters and
» Liquidity Risk management system : find out the risk related issues and also
instructs the concern department or section
to take corrective measures.
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To manage liquidity risk Pubali Bank Limited

maintains diversified and stable funding base.

Policies and process which incorporated in

ALM manual are used for mitigating liquidity

» Policies and processes for mitigating risk. ALCO meets periodically to review
Liquidity Risk : different aspects of the bank's portfolio with

special emphasis on deposits and liquidity

position and determines the direction to be

taken by the bank. Parameters set by

Bangladesh Bank specially in regards to CRR,

SLR & AD ratio strictly maintained. A

balanced mix of short and long terms

deposits to counter maturity gaps Is

maintained. Annual budget is also formulated

with a balance between growth in assets and

liabilities.

Quantitative Disclosure : Taka in million
Consolidated

Liquidity Coverage Ratio (LCR) : 204.02%
Net Stable Funding Ratio{NSFR) : 103.82%

Stock of High quality liquid assets : 57,767.32

Total net cash outflows over the next 30 calendar days : 28,314.53
Avallable amount of stable funding : 283,820.31
Required amount of stable funding : 273,368.83

1) Leverage Ratio :
Qualitative Disclosure :

» Views of BOD on system to reduce
excessive Leverage :

Quarterly report on leverage ratio reviewed
by the Risk Management Committee of the
Board and they oversee the leverage position
and suggest to ensure better position of the
Bank.

» Policies and processes for managing
excessive on and off-balance sheet
Leverage :

The leverage ratio is calibrated to act as a
credible supplementary measure to the risk
based capital requirements and is defined as
the capital measure {the numerator) divided
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by the exposure measure (the denominator),
with this ratio expressed as a percentage.
Bangladesh Bank will monitor individual
banks against an indicative leverage ratio of
3%.

The Bank's leverage ratio is calculated in
» Approach for calculating exposure ; accordance with the RBCA guidelines under
Basel-lll framework of Bangladesh Bank.

Quantinﬂve Disclosure : Taka in million
Solo Consolidated
Leverage Ratio: 6.05% 5.90%
On balance sheet exposure : 359,874.70 359,744.40
Off balance sheet exposure : 23,893.30 23,893.30
Total exposure : 383,755.20 383,408.30

G) Remuneration:
Qualitative Disclosure :

(a) Information relating to the bodies that oversee remuneration :

Name, composition and | Salaryand related allowances review are done through
mandate of the main body | a committee comprising of senior management
overseeing remuneration : headed by the Managing Director & CEO of the Bank,
The mandate of the committee includes - 1) gathering
data from 8-10 private banks, analyzing compensation,
allowances and benefits of those banks and propose a
pay scale which is appropriate in terms of attracting,
retaining and ensuring its competitiveness in the
market; 2) the pay scale should be developed keeping
in mind that it gives maximum tax relieve to the
employees 3) the report should include financial
involvement of the bank.

In addition, the CFO also examines the cost benefit
impact in the process independently.

Approving authority: The Board of Directors.
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External consultant whose advise
has been sought, the body by
which they were commissioned,
and in what areas of the
remuneration process :

No external consultants are engaged for determining
the salary and allowances for the employees of the
bank. But Gratuity and Provident Funds are being
administered through two separate Trustee Funds under
Central Accounts Division (CAD) as per service rule and
approval of the Board.

Description of the scope of the
bank's remuneration policy (e.g.
by regions, business lines),
including the extent to which it is
applicable to foreign subsidiaries
and branches :

PBL maintain a salary structure uniform throughout the
country.

PBL and its business

We are committed to providing private, institutional and
corporate clients, as well as retail clients with superior
financial advice and solutions while generating
attractive and sustainable returns for shareholders.

Performance measures

Our Work planning - setting objectives performance
related Key assignments focused on key drivers of
business and management. Our senior management
reviews the performance of the employees on a regular
basis by considering prevailing strategy, business
conditions and the environment in which we operate.

Description of the types of
employees considered as material
risk takers and as senior
managers, including the number
of employees in each group :

a) Potential Risk Taker In Business and Management:
i) Senior Management: MD & CEO, Additional
Managing Director, Deputy Managing Directors
- 05 Nos.

b) Potential Risk Taker in Business:

i) General Managers/Deputy General Managers as
Regional Managers, Corporate Branch
Managers and at Principal Office - 29 Nos.

ii) General Managers at Head Office (Credit,
International Division, Card Division) - 3 Nos.

¢) Potential Risk Taker in Management:
i) General Managers/Deputy General Managers as
Division Heads - 19 Nos.

(b) Information relating to the design and structure of remuneration processes :

Overview of the key features and

Stay competitive in the market, retention of employees

objectives of remuneration policy : | and creating an environment which is highly
competitive, competency based and provide fair
remuneration for the achievers.

Whether the remuneration | The committee/Management based on past experience

committee reviewed the bank's
remuneration policy during the
past year, and if so, an overview of
any changes that were made :

developed a Terms of Reference for the Salary Review
Committee to ensure consistency in the review process.
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Discussion of how the bank
ensures that risk and compliance
employees are remunerated
independently of the businesses
they oversee :

PBL has a policy to provide competitive package and
enabling working environment to attract and retain the
most talented people available in the market.

If salary package inappropriately structured compared
to the market then it might have potential to negativity
and material impact upon the level of risk considered
acceptable to the Bank.

remuneration processes :

C. Description of the ways in which current and future risks are taken into account in the

Overview of the key risks that the
bank takes into account when
implementing remuneration
measures :

Key risks measurements of implementing remuneration
are as follows:

<% Compliance risk

© Operational risk

< Financial risk

Overview of the nature and type of
the key measures used to take
account of these risks, including
risks difficult to measure (values
need not be disclosed):

Key measures used for implementing remuneration
process are as follows:

% Branch Performance

© Regulatory compliance

% Compliance with Board delegated trigger limits

Discussion of the ways in which
these measures affect
remuneration :

Bank has a strong monitoring system that always trying
to minimize all types of risk.

Discussion of how the nature and
type of these measures has
changed over the past year and
reasons for the change, as well as
the Iimpact of changes on
remuneration :

In relation to the goals in the Performance Appraisal
Report, they are assessed and determined by the
Supervisors each year at the commencement of the
performance year under review. There were no material
changes from the preceding year to the current year.
The measures are considered appropriate for the
circumstances of, and environment in which Pubali Bank
operates. However, long-term impact to be seen in the
future.

d) Description of the ways in which the bank seeks to link performance during a performance

measurement period with levels of remuneration :

Overview of main performance
metrics for bank, top-level business
lines and individuals :

The bank Management is seeking ways to struck a
balance between performance metrics, top-level
business lines and individuals.

Discussion of how amounts of
individual remuneration are linked
to bank-wide and Individual
performance:

A group of officials perform on their target, which fixed
by the top Management. Their group performance score
are reflected in their individual performance score.
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Discussion of the measures the
bank will in general implement to
adjust remuneration in the event
that performance metrics are weak :

We have a robust performance indicator applicable
across the Bank.

longer -term performance :

(e) Description of the ways in which the bank seeks to adjust remuneration to take account of

Discussion of the bank's policy on
deferral and vesting of variable
remuneration and, if the fraction of
variable remuneration that is
deferred differs across employees or
groups of employees, description of
the factors that determine the
fraction and their relative

Importance :

Pubali Bank Limited adopted a policy for gratuity fund in
the name 'Pubali Bank Limited Gratuity Fund Rules"
which is administrated by a Board of Trustees.

Board of Trustees and its composition:

The Trustees, whose number will be 5{five), shall be
appointed by the Board of Directors of the Bank. 03
(three) Trustees present shall constitute a quorum for
conducting and executing the transaction of business of
the Fund.

Entitlement of Gratuity:

Employees completing 8 years and more service will be
paild a Gratuity of two months average basic salary last
drawn by him/her for each completed year of service.

Employees completing less than 8 (eight) years service
will not be entitled to a Gratuity payment.

No gratuity shall be paid to an employee-

(i) i he/she has been dismissed or removed from
the service as a measure of punishment; or

(ii) if he/she has not resigned, left or discontinued
the service without properly notifying the
competent authority.

Gratuity shall be admissible to an employee (even
through he/she has not completed 8 (eight) years of
service with the Bank)-

(I) In case of death while in the service of the
Bank;

(i) If terminated from service or compulsory
retirement or mental infirmity provided this
has not been caused by irregular or
intemperate habits;

(i) i termination of service or compulsory
retirement resulting from the abolition of

his/her post or bonafide retirement;
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Normal Retirement Age:
59 years of age (age at which Gratuity benefit becomes
payable) and for freedom fighter 60 years of age.

Gratuity Calculation:

the amount of gratuity admissible to an employee shall
be a sum equal to 2 (two) months' average basic salary
i.e. double of basic salary drawn In last month or earned
while on duty during 12 (twelve) months immediately
preceding the date of proceeding on retirement or of
his ceasing to be an employee of the Bank or of his
death whichever is favorable to the employees for each
completed year of service in the Bank. In computing
years of service, period of 6 {six) months or more shall
be taken as a year.

Bank's Overriding Lien

The Bank shall be entitled to recover from any
employee’s account of the Fund any sum which may be
due, outstanding or unpaid to the Bank or recoverable
from the employee concerned against his obligations
and liabilities for any loan(s) / advance(s) extended or to
be extended by the Bank to him/her or otherwise, or
which may have been lost or the amount of damages
which it may have suffered by reason of the employee's
acts, whether of commission or omission.

Discussion of the bank's policy and | Employees who served in the Bank less than 8 years
criteria for adjusting deferred | were not eligible for gratuity and the amount against
remuneration before vesting and (if | those are forfeited accordingly

permitted by national law) after
vesting  through  claw-back
arrangements :

(f) Description of the different forms of variable remuneration that the bank utilizes and the
rationale for using these different forms :

Over view of the forms of variable | Fixed Remuneration:
remuneration offered (i.e. cash,
share linked instruments and other
forms)

All Employees including regular and contractual are paid
salary under Fixed remuneration package.

Variable Remuneration:

A small group of employees of 5 branches awarded for
Tk. 314,011 against recovery of write-off loans in 2017.
All amounts are paid to the respective employees
through their accounts.
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Discussion of the use of the | Fixed Remuneration:

different forms of variable
remuneration and, if the mix of Salaries of different employees may vary due to rank,

different forms of variable | Service length & promotion etc. under the pay policy.

remuneration differs across {able R i
employees or group of employees, a - i

description the factors that | payard remuneration for NPL & Write-off Loan recovery
determine tl.re mix and their relative may vary depending on contribution of the employees
importance : to the recovery process, security against the NPL,
amount of recovery etc.

Quantitative Disclosure :

(g) Number of the meetings held by the main Fixed Remuneration:
body overseeing remuneration during the Pay scale revised last in 2016.

financial year and remuneration paid to its Veriable Remunesation:

member : Decided by the Board of Directors of the
Bank.

(h) Number of employees having received a  Eligible for Incentive Bonus for 2017:
variable remuneration award during the 7,652 Nos.
financial year :

Number and total amount of guaranteed Two festival bonuses plus Bengali New Year
bonuses awarded during the financial year:  Allowance disbursed during the calendar
year 2017

Number and total amount of sign-on awards Number of employees: 7,652 Nos.
made during the financial year :
Total Amount : Tk. 354,073,449/-

Number and total amount of severance No such payment was made during the
payments made during the financial year : calendar year i.e. in 2017.

Gratuity Payment*:
Number of employees : 268
Total Amount : Tk. 597,844,443.00

Provident Fund Payment®:
Number of employees : 288
Total Amount : Tk. 509,962,653.00

* All payment made in calendar year 2017
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(i) Total amount of outstanding deferred
remuneration, split into cash, shares and share-
linked instruments and other forms :

Total amount of deferred remuneration paid out
in the financial year :

Deferred Amount: Tk. 2,539,593,672.00

Total Amount :Tk. 597,844,443.00

() Breakdown of amount of remuneration awards for

the financial year to show:

-fixed and variable :

- deferred and non-deferred :

- different forms used (cash, shares and share
linked instruments, other forms) :

T

|
!

Fixed amount: Tk. 4,177,283,416.00
Variable amount: Tk, 465,314,011.00

Deferred amount: Tk.1,107,807,096.00
Non-deferred amount: Tk. 314,011.00

Paid in Cash through their respective

accounts in calendar year 2017.

(k) Quantitative information about employees 'exposure to implicit(e.g. fluctuations in the value of
shares or performance units}) and explicit adjustments (e.g. clawback or similar reversals or
downward revaluations of awards) of deferred remuneration and retained remuneration:

- Total amount of outstanding deferred
remuneration and retained remuneration
exposed to ex post explicit and/or implicit
adjustments :

- Total amount of reductions during the financial
year due to ex post explicit adjustments :

- Total amount of reductions during the financial
year due to ex post implicit adjustments :

Total amount: Nil

Total amount: Nil

Total amount: Nil
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Sustainability Report and Green Banking

SUSTAINABILITY REPORT AND GREEN BANKING

General Overview

Global warming is a burning issue of the time. The rapid changes in the climate pattern cause many
problems and directly leave impact on biodiversity, agriculture, forestry, water resources, and
human health, which need Immediate response.

Pubali Bank Ltd. has taken a long term view of the environmental consequences of its actions. We
believe sustainability must lie at the heart of business to achleve the long-term success which allows
the bank to contribute to the economic well-being of the society. We want to ensure sustainable
business that brings benefit to the shareholders, society, the environment and local economies. To
achieve this, we align our business and sustainability strategies as closely as possible.

Sustainable Finance Committee and Sustainable Finance Unit

Sustainable Finance Committee and Sustainable Finance Unit at Head Office level have been formed
to monitor & ensure best practice of Green Banking in its every sphere of actions. The committee
regularly reviews its actions for closer convergence towards related, national & global best practice.
Green Banking Policy has been designed based on Green Banking Policy of Bangladesh Bank. The
main concern of the policy is to ensure sustainability through environmental protection from
pollution by eco-friendly activities including investment. We are utilizing resources for serving
customers as well as soclety & environment.

Incorporation of Environmental & Social Risks in Core Risk Management

We have Environmental & Social Risk Management Guidelines to understand and manage risks
arising from environmental & social concerns. This brought a focus on planning and implementing
policies and procedures to mitigate environmental risks associated with financing decisions.
Environmental & Social Risks are being considered as part of existing Credit Risk Management
methodology of the bank to assess the prospective borrower.

In-house Environment Management

We maintain in-house consumption record of water, paper, electricity, energy etc. as a part of
effective in-house environmental management. Theory of reduce; reuse & recycle are being in
practice. Initiatives have been taken for attaining a prolific in-house Environment Management.

Initiatives have been taken to apply eco-font in printing to reduce usage of ink and paper, use scrap
papers and avoid disposable cups/glasses and to install energy efficient electronic equipment's that
will help the bank to reduce electricity consumption. Normal bulbs have been replaced by energy
saving bulbs in offices of the bank.

We have replaced almost all the CRT monitors with LED monitors. This ensures 70% power usage cut
by the personal computers all together.

We are enhancing online coverage for clients, like ATM, SMS Banking, Internet Banking, Mobile
Banking etc.
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E-mail: The electronic mail system decreases use of paper and chemical ink for printing. Using the
nationwide computer network & the email correspondences also decrease communication time,
increase accuracy, faster decision making etc.

Green Banking Logo; Slogan: Green Banking logo & slogan has been introduced to trigger familiarity
with green banking concept. E-Circular platform is ready to be introduced. Apart from these, bank is
on its route to commence e-statement, e-tendering system shortly.

Online Credit Application and Appraisal Processing System: Online Credit Application and Appraisal
Processing System have been initiated. In this regard, necessary modules/software has already been
incorporated in our PIBS. It will help offset usages of paper in our day to day activities.

Formation of Climate Risk Fund
We have created climate risk fund under CSR program for mitigating environmental risks arising out
of climate changes in different areas. This fund is being utilized to promote economic activities in the

flood, cyclone and drought prone areas in case of emergency as a part of bank's CSR activities.
Regular financing in the vulnerable areas and sectors is also an ongoing process.

Employee Training

For our employees to have in depth understanding on Green Banking, we are on a track to arrange
Green Banking Training on regular basis.

Green Finance

Green Investments (finance) implies the financial services to the businesses and projects that help
prevent deterioration of the environment as well as which are not harmful to the environment.
Green Investments combine both Direct and Indirect green investments. As per Bank’s principles of
giving preferences to eco-friendly business activities and energy efficient industries, Pubali Bank Ltd.
has taken different steps for enhancing the green investment. Our Green Financing activities at a
glance as under:

Green Financing |

BDT. 698.30 million BDT. 140.80 million BDT. 80.60 million
BDT. 7571.30 million | BDT. 12800.50 million | BDT. 17080.08 million
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REPORT ON FINANCIAL INCLUSION

Financial inclusion or inclusive financial system is being considered as foremost tool for attaining
sustainable, risk-absorbent & shock-resistant financial system. Combined with its usual banking
services, Pubali Bank limited is on the way to create and expand financial services to blinds, garments
workers, street children, school going children, poor and low-income populations come from the
bottom of the society. We are bringing the said segment of the people under the umbrella of
banking services by opening & maintaining their accounts as per guidelines of Bangladesh Bank.
Moreover we are disbursing loans to the account holders of Tk.10/- for promoting balanced
development of national economy. Loan disbursement scenario at a glance as under:

Loan Disbursement

296 144 189
BDT. 12.90 million BDT. 6.57 million BDT. 8.99 million

Nos. of Account
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REPORT ON CORPORATE SOCIAL RESPONSIBILITY (CSR)

Corporate social responsibility, often abbreviated "CSR", Is a corporation's Initiatives to assess and
take responsibility for the company's effects on environmental and social wellbeing. The term
generally applies to efforts that go beyond what may be required by regulators or environmental
protection groups. CSR may also be referred to as "corporate citizenship" and can involve incurring
short-term costs that do not provide an immediate financial benefit to the company, but instead
promote positive social and environmental change.

Pubali Bank Limited performs a lot of CSR activities towards the society. It operates in out of its social
obligations. The vision and mission of our Bank is to contribute to the development of the society in
every possible way by doing responsible banking. We recognize our obligations to the society by
taking informed, reasonable and ethical decisions to operate business.

Our CSR activities over the years have focused on health care, sports, education, environment, youth
development, arts and charitable activities. As a socially responsible corporate institution, Pubali
Bank Limited engaged itself in a number of CSR activities throughout the year, including a number of
donations towards charitable causes.

Health Care:

We believe that good health is a precondition for rapid socio-economic development of any society.
Our bank has given financial assistance in establishing hospitals and buying modern treatment
equipment to ensure availability of modern health services for all especially the impoverished
section of society at affordable cost, We donated 3 lac in BSMMU, 5 lac in Chattagram Ma O Shishu
Hospital. Some ailed persons, including a few employees of the Bank, were helped financially last
year for treatment. We spent around 4 crore in this sector last year. Apart from direct donation,
Pubali Bank Limited from the very inception has been extending its helping hand to many renowned
hospitals for their modernization so that patients don't need to go abroad for treatment and thus
foreign currency is saved. The following hospitals have been assisted financially at different times:
BIRDEM

Ibrahim Cardiac Center

Apollo Hospital

United Hospital

Square Hospital

International Medical Collage and Hospital

Bangladesh Medical Collage and Hospital

Lab Aid

. Green Life Hospital

10. National Heart Foundation, Sylhet

11. Kidney Awareness Monitoring and Prevention Society-KAMPS, Dhaka etc.

0 00 N i e

Education:

The development of a country mostly depends on the status of education. so we are committed to
upgrading the standard of education of our country through giving financial assistance to various
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educational institutions. We donated Tk 2.00 crore to Prime Minister's Education Assistance Trust, Tk
30.00 lac to Dhaka University Alumni Association, Tk 25.00 lac to University Research Center,
Shahjalal University of Science & Technology, Sylhet, Tk 5.00 lac to the Department of CSE, BUET, Tk
1.00 lac to BAURES, Bangladesh Agricultural University, Mymensingh, Tk 1.00 lac to UCEP Banglasesh
and Tk 9.42 lac to The Asia Foundation, Baridhara, Dhaka, for buying educational materials and to
facilitate research activities.

Our other areas of Corporate Social Responsibility

Pubali Bank Limited always extends its helping hand generously when the nation falls in any
disastrous situation or faces any natural calamity. We donated Tk 8.56 crore to the Prime Minister's
Relief Fund last year. Moreover, Pubali Bank donated 50,000 blankets to the Prime Minister's Relief
fund as a part of corporate social responsibility to be distributed among the cold stricken people of
the country. We gave some direct donations to individuals suffering from serious ailments to help
them in their treatment.

Month wise CSR expenditures of Pubali Bank Limited are mentioned below:

(Figure in Lac)
SL MONTH AMOUNT
1 JANUARY 73.60
2 FEBRUARY 2.95
3 MARCH 12.47
4 APRIL 7.80
5 MAY 406.60
6 JUNE 2.05
7 JULY 10.57
8 AUGUST 338.60
9 SEPTEMBER 4,10
10 OCTOBER 506.90
11 NOVEMBER 38.50
12 DECEMBER 5.70
Grand Total 1409.84
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A few CSR expenditures of the Bank in 2017 are given below

SL \ Amount in BDT I Reclplent Organization/ Individuals : Purpose
1 | 5Crore Prime Minister's Relief Fund To help Rohingya Refugee
2 | 3Crore Prime Minister's Relief Fund To help the flood affected people of
the Country
3 | 2Crore Jatir Janok Sheikh Mujibur Rahman | To enrich the Trust
Memorial Trust
4 | 2Crore Prime Minister's Education Assistance | For the development of Education
Trust
5 |56Llac Prime Minister's Releif Fund (blanket) | To help the winter stricken people of
the Country
6 |30Llac Dhaka University Alumnl Association | To help meritorious and poor students
(DUAA) as sponsor named ‘Scholarship for
Education & Social Activism’
7 | 25lac University Research Center, S hahjalal | To gear up research activities of the
university of Science & Technology, | University
Sylhet
8 |10lac Jalalabad Association, Dhaka To organize ‘International Sylhet
Festival’ in Sylhet.
9 |9.62Llac The Asia Foundation, Baridhara, | To purchase books under the program
Dhaka ‘Books for Asia’
10 | 5Lac Department of CSE, BUET To sponsor the team ‘BUET Rayo’ for
attend the ‘International Collegiate
Programming Contest (ICPC) World
Finals’ in USA
11 | 5lac Chattagram Ma O Shishu Hospital, | To take healthcare facility to the door
Chittagong steps of the mass
12 | 5Lac Jalalabad Association, Dhaka To organize ‘World Sylhet Convention’
In USA
13 | S5lac Dhaka Bar Assocaition, Dhaka To purchase medical instrument for its
primary clinic
14 | Slac Kazi Ashfaq -Ur-Rahman, employee of | For the cancer ( Acute Myeloblastic
Pubali Bank Limited Leukaemia) treatment of Ashfag-Ur-
Rahman
15 | 4.80 Lac Sharmeen Fieruz & Nazifa Ishmam, | To help the bereaved family members
BDR Mutiny of martyred army officers killed in BDR
mutiny
16 | 4 lLac Child Day Care Centre for Private | To maintzin Child Day Care Centre in
Bank Motijheel for Private Banks.
17 | 3Lac Bangabandhu Sheikh Mujib Medical | To celebrate its University Day
University (BSMMU )
3 lac Sajila Kawsar, employee of Pubali | For the treatment of acute liver cancer
Bank Limited
19 | 3lac Mohammad Khurshed Alam Khan, | For the treatment of cancer
employee of Pubali Bank Limited
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Mr, Azizur Rahman , vice chairman of Puball Bank Limited, handing over a cheque of BOT 4 (four) Crore to Shelkh Hasina,
Honorable Prime Minister at Ganabhaban for Yatir Janak Bangabandhu Shelkh Mujlbur Ralkman Memorial Trust' and 'Prime
Minlster's Education Assistance Trust Fund' as o part of the Bank's Corporate Soclal Responsibility. On the left, Mr. Safful Alam
khan Chowdhury, Additional Managing Director of Pubali Bank Limited.

Mr. Mabibur Rahman, Chairman af Puboli Bank Limited, handing over a cheque of BDT 3 (three) Crore to Sheikh Hasing,

Honorable Prime minfster at Ganabhaban for 'Prime Minister's Rellef Fund' as a part of the Bank's Corporate Soclal
Responsibility. On the left, Mr. Md. Abdull Halim Chowdhury, Managing Director & CEO of Puball Bank Limited.
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Mr. Fohim Ahmed Faruk Chowdhury, Vice-Chalrman of Pubail Bank Limited (2nd from the left), On the occasion of handing over
o cheque of BDT 5 (five) Crore to Shelkh Hasina, Honorable Prime Minister at her office for ‘Prime Minister's Relfef Fund' during
Rohingyo crisis as a part of the Bank's Corporate Social Responsibility. Mr. Moniruddin Ahmed, Director of Pubali Bank Ltd, (3rd
from the left) present at the occasion.

Mr. Md. Abdul Hallm Chowdhury, Managing Director & CEQ of Puball Bank Limited, handing over a donation cheque of BOT 25

(twenty five) Lac to Professor Farld Uddin Ahmed, Vice-Chancellor of Shahjalal University of Sclence and Technology to facilitate
research work of the university.
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Mr. Md. Abduf Halim Chowdhury, Managing Director & CEQ of Pubali Bank Limited receiving o crest from the Board of Trustees
of Liberation War Museum as recognition of the Bank's contribiution to the building of Museum Bhaban. On the left, Mrs. Halim
Chowdhury, better-half of Md. Abdul Halim Chowdhury.

On the oceasion of donating 50,000 blankets on behalf of Pubali Bank Limited to the Honourable Prime Minister's Relief fund.
Mr. Hobibur Rahman, Chairman and Mr. Md. Abdul Halim Chowdhury, Managing Director & CEO of Puball Bank Limited
standing respectively in the second position from the left and in the fifth position from the right.
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INTEGRATED REPORTING

Pubali Bank Limited is always committed to implement the principles of integrated reporting. This
Integrated Report provides information on how we create value, considering both qualitative and
quantitative matters that may influence our stakeholders' decision-making.

Our business operation is based on trust and competency. We do believe that the stakeholders are
the supreme arbiters regarding the legitimacy and the sustainability of the entity. Hence, we are
committed to leave no stone unturned for the assurance of our integrated thinking.

We believe that our approach represents a steady and considerable level of integrated thinking,
which we continue to deepen as we execute our strategy within our organization. We recognize that
embedding integrated thinking at every level of our organization forms part of our longer-term work
to create a culture in which risk management, compliance, ethics and social responsibility are
coordinated with the effective and innovative accomplishment of our clients' needs. This
comprehensive approach is reflected in our report this year.

Scope and Boundary of the Report

The Integrated Report covers the period from January 1 to December 31, 2017. The report covers all
operational areas and businesses of Pubali Bank Limited and its subsidiaries. In the report, we have
considered the reporting of both Financial and Nonfinancial issues as Non-financial information
including the strengths and weaknesses has material impacts on the decision making of the
Stakeholders and sustainable growth of the Bank.

The report is intended to address the information requirements of long-term investors. We also
present information relevant to other key stakeholders, including our staff, clients, regulators and
communities etc.

We have prepared and presented financial statements and other reports in compliance with the
requirements of

Banking Companies Act, 1991 (Amendment In 2013)
Bangladesh Bank Regulations

Companies Act 1994

Bangladesh Accounting Standards

Bangladesh Financial Reporting Standards

Financial Institutions Act 1993

Securities and Exchange Rules 1987

The Income Tax Ordinance, 1984

And other applicable laws and regulations of the bank
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Materiality:
In the preparation of this Integrated Report, we have focused particularly on those issues,

opportunities and challenges that have material impact on Pubali Bank and its ability to be a
sustainable business entity that consistently delivers value to its stakeholders.

Assurance Approach:

We have an assurance model comprising three lines of defenses to ensure the validity and
authenticity of the information provided in the Annual Report. Our combined assurance model has
three parts namely, Management Review, Internal Audit Assurance and External Audit Assurance.

We have engaged different external assurers and auditors to ensure the credibility of the report.

Financial Statements Audit m::m:‘g.““
Corporate Governance compliance M/S Itrat Husain & Associates

TAX Consultant M/S. S.F. Ahmed & Co.

Legal Advisors Dr. Kamal Hossain & Associates
Credit Rating Agency National Credit Ratings Limited {NCR)

Chart: Combined A waodel of o Stakehoid

We do believe that our capitals including Human, Financial, Intellectual, Natural, Manufactured,
Social and Relationship Capital have significant impact on the integrated thinking and sustainable
value creation of the bank. These capitals are interrelated with the value creation for the
stakeholders and the society through a broad range of activities.

Key drivers that Create Value to our organization

1. Ensuring quality customer service to ensure customer satisfaction.
2. Maintaining high quality assets portfolio to achieve strong and sustainable returns.

3. Practicing efficient corporate governance and compliance processes through meeting all
regulatory requirements and making disclosures.

4. Increasing client base for financial inclusion.

5. Strengthening technologies that reduce operational risks and promote implementation of
best practices in the industry.
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Compliance of Bangladesh Financial Reporting Standards (BFRSs)

Name of the Standards Ref. Status
First-time Adoption of Bangladesh Financial Reporting Standards BFRS-1 Not applicable
Share-based Payment BFRS-2 Not applicable
Business Combinations BFRS-3 Applied
Insurance Contracts BFRS-4 Not applicable
Non-current Assets Held for Sale and Discontinued Operations BFRS-5 Not applicable
Exploration for and Evaluation of Mineral Resources BFRS-8 Not applicable
Financial Instruments: Disclosures BFRS-7 * Applied
Operating Segments BFRS-8 ** Applied
Consolidated Financial Statements BFRS-10 Applied
Joint Arrangements BFRS-11 Not applicable
Disclosure of Interests in other Entities BFRS-12 Applied
Fair Value Measurement BFRS-13 * Applied
Regulatory Deferral Accounts BFRS-14 Not applicable
Presentation of Financial Stateaments BAS-1 * Applied
Inventories BAS-2 Not Applicable
Statement of Cash Flows BAS-7 * Applied
Accounting Policies, Changes in Accounting Estimates and Errors BAS-8 Applied
Events after the Reporting Period BAS-10 Applied
Construction Contracts BAS-11 Not Applicable
Income Taxes BAS-12 Applied
Property, Plant and Equipment BAS-18 Applied
Leases BAS-17 Applied
Revenue BAS-18 Applied
Employee Benefits BAS-18 Applied
Accounting for Government Grants and Disclosure of Government BAS-20 Not Appicable
The Effects of Changes in Foreign Exchange Rales BAS-21 Applied
Borrowing Costs BAS-23 Applied
Related Party Disclosures BAS-24 Applied
Accounting and Reporting by Retirement Benefit Plans BAS-26 Not Applicable
Separate Financial Statements BAS-27 Applied
Investments in Associates BAS-28 Not Applicable
Interests in Joint Ventures BAS-31 Not Appicable
Financial Instruments: Presentation BAS-32 * Applied
Earnings per Share BAS-33 Applied
Interim Financial Reporting BAS-34 Applied
Impairment of Assets BAS-36 Applied
Provisions, Contingent Liabllitles and Contingent Assets BAS-37 * Applied
Intangible Assets BAS-38 * Applied
Financial Instruments: Recognition and Measurement BAS-39 * Applied
Investment property BAS-40 Not Applicable
Agriculture BAS41 Not Appiicable
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Evaluation of the Quarterly Financials by the Audit Committee and by the Board

o | 6 | mu | s | 2w | s | wm | 2
" Tin171031| Lsni6to |1iani7t030| 11161030 |11 17030 | 1ian161030 |11an17t031 | 1161031

Dect7 | 3Dects | Sept7 | Septs | ki) | ks | My | Mats

whar. | #haw. | dwav. | dov. | 2daw. | adaw. | ieqw. | leaw
Balance Sheet
e e | noes | wmses| s | wem | uessus| nemsss | smmm
mctohtabantrs | 20 | smesn | nswsm| oo | ome | ssems | s s
|uomduumm wme | sk | esw| eme@ | wmew| ome| wse | usme
et aoae | wsea | sewss| ssmm| sone| smum| some| smse
—— muswse | mucoys | nysunen| mosmses | msuse | wenuse | mosees | msms
Mgt iet | omim | ymens | seonn| gemos| wmms| e | wesm| s
orases saes | nmae | weans| wssue | wsoom | vevam| wwom| usiee
otdasets s | mmys | s | s | s | mmess | mmess | mamsse
e e e | o | gmonns | ueous| weoes | wmss| omae| wwoss| smmm
bordratedbond ™
st mpmsss | o | mpesse| o | mmpsm | momss | e | zsmws
[— ouswsm | usmos | wissom| vagos | umses | xasu| couss| wsmw
ot e st | mmee | waomes| mse | wems | oo | wasou | momm
Totashsboldr ity mmsss | swgmss | sovem| wwemn | seoses| aosem| sewme | ssem
ot btiesandshrnbole ety | s | ey | somamn | wszmmss | avesn | s | mmpsm | mnsse
sttt amense | nmwnz | wesss| msws | smsn| sxsmse| ssem| s
|P rofit And Loss Accoust
INeiertimone e | Twansn | s | soome | vmsnss | semmssn | wmm | pmasan
Totdoperatngicame ) sows | ssepsn | e | oseonos | rsenss | s | s | ammm
Totdopratingepenss ) ot | s | sssons | s | ssssoomn | asmmm | meses | s
Prfkbefreoviion G 8) vsugn | ssmman | smen | s | gmmess | 2smss | assesns | puoses
Net profi after tation w2 JREEEA) 1BET4 587 580461057 ET9%506 R200328 S463097 BRG]
[&ummm 18 w s 1 @ o 0% 031

1 66 Puball Bank Limited | Annual Report 2017




Integrated Reporting

As per the regulatory requirement of Bangladesh Securities and Exchange Commission (BSEC), Bank
has prepared and presented Quarter Ended Financial Statements. These statements are prepared in
accordance with BAS (Bangladesh Accounting Standards). The statements are sent to Audit
committee for review. After review by the Audit Committee and approval by the Board, the
statements are finally submitted to Bangladesh Securities and Exchange Commission (BSEC).
Afterwards, the Quarter Ended Financial Statements are published in several daily newspapers. The

statement is also published in the website of the bank.

Pubali Bank Limited and its subsidiaries

Business Segment

Conventional | Islamic Off Shore Pubali Bank
ocisiged Banking wh:.‘ BankigUnk | Securkiesttd. | 1O
Income 16,106,345416 66,361,029 2564811 | 499043540 | 16,674,314,796
Less: |nter segmental income/expense . - - -
Allocated expenses 7,981,125,522 9,138,810 118,102 | 43,781974 B,034,164,408
tin t unallocated
m;&m o bis 8125219894 | 57222219 2,446,709 | 455261566 |  8,640,150,388
Provision against loans & advances and others 4,059,811,000 - 40,145,837 4,099,956,837
Provision for tax including deferred tax 2/666,275,770 - 76,771,938 2,743 047,768
Net profit 1,399,133,124 57222218 2446709 | 338,343,731 1,797,145,783
Segment assets 345,990,072,448 | 1,151,819,934 | 11,997,682,955 | 8,044,693,467 | 368,184,268814
Segment liabilities 346,990,072, 448 | 151,819,934 | 11,997,682,965 | 8,044,693 467 | 368,184,268,814
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Coentribution to National Economy

CONTRIBUTION TO NATIONAL ECONOMY

Pubali Bank Ltd. always recognizes that it has certain Vaber Mitien
responsibilities to the development of the society and

the country as a whole. We asplre to be known as a bank

that builds enduring relationship with and delivers value = I /H'\‘P
for our clients, shareholders, employees and the | cu«
community where we work. Besides direct contribution \ ;
to the national exchequer by way of payment of m “"““‘:‘#
corporate Income tax, Puball Bank Ltd. contributes to the | : R “n
economy of the country by generating employment, financing support to almost all the arena; such
as corporate, SMEs, RMG sector, Agrl and of course to the individuals through various kind of
innovative retail product. While financing to a sector we never compromise with the social impact of
the business such as environment effect, moral effect etc. Such financing also help to generate
employment Indlrectly. Puball Bank Ltd. also pays very attractive dividend to Its sharehalders.

Financing support to Industry; SMEs, Individuals etc.

As a banking service provider Pubali Bank Ltd. [[ .0 cnd sdvance

{
/' contributes to the economic prosperity by aiteins
i providing financial products and services to the ABIUA o en
industrial undertakings including SMEs, RMG, 1A

Agro and varlous organizations and Individuals.
Based on the financials as on 31 December
2017 the size of total credit exposure of Puball Bank Ltd. with 78,014 no. | 27 s 28 s 2o
of clients is BDT 235,539.60 million {2016: 76,298 no. of clients, BDT

203,011.23 million}.

A

Employment

We make an economlic Impact by creating employment and a well- Hihe S emplpasy

trained workforce. Pubali Bank Ltd. and its subsidiary employed as =
7552 7,

7208

many as 7,652 employees as on 31 December 2017 (2016: 7,204). 7208 “n
During the year 2017 Pubali Bank paid total of BDT 4652.78 million as
salaries and allowances to its employees [2016: BDT 4,232.81 million)

and significant amount also belng spent for training and HR | 207 16 15 204 2018
development each year.

Tax payment

Pubali Bank contributes to the economy by paying due corporate income tax and Value Added Tax
{VAT] as per the prevailing laws and regulations. During the year 2017 Pubali Bank Ltd. provided total
of BDT 2,643.45 milllon for payment of corporate Income tax {2016: BOT 2,759.34 milllon). We also
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pay VAT @15% on the fees and commission income of the Bank. On the other hand, we collect tax
and VAT at source while paying various bills and ensure payment of such withholding tax and VAT to
the government exchequer.

Payment of dividend

We recognize our fiduciary duty to our shareholders and seek to
establish constructive relationships. We are focused on maximizing
long-term and sustainable shareholders' value through strong
financial performance and returns. Over the past many years, Pubali
Bank Ltd. paying a satisfactory return (dividend) to its shareholders. ™ B g o
The Board of Directors of the bank proposed 10 percent Bonus I I I I l
dividend to its shareholders for the year 2017  (in 2016 the bank
paid 8 percent Bonus and 5 percent cash dividend).

Dividend

Market capitalization

Pubali Bank Ltd. started its journey with a capital of BDT 160 million in the year 1983. At the end of
the year 2017 Pubali Bank's total size of capital is BDT 9,508.04 million equivalents to market
capitalization of BDT 28,904.43 million (2016: capital BDT 8803.74 million, market capitalization BDT
21,128.97 million).

Donation

We always agree in building prosperity by supporting a broad range of socio-economic causes
through donation. We believe, in order to reach our potential, we need to earn the respect of our
stakeholders. We have learned by last three decade that the best way to do that is to foster creativity,
innovation and diversity throughout our ventures, of course aligning business practices with highest
values. We dream to crafting a way of social business rather than commercial business objective only.
During the year 2017 the bank expended around BDT 141.56 million for donation (2016: BDT 51.48
million).

Development with sustainable growth compromising the needs of future generation

We firmly believe that sustainable economic growth and a healthy environment are inter-linked. We
take supportive role in terms of providing financial services by restricting and discouraging projects
detrimental to the environment and health. That means our profit motive never get priority over the
process/way of earning profit.

Green Banking

Pubali Bank's deployed it's all-out effort to make the slogan 'Green Banking' a success. Various
initiatives have already been taken BDT in policy and practically at large. Keeping the environment
green, discouraging projects causes greenhouse effects, eco-font in printing to reduce use of ink, use
scrap paper as notepads and Installing energy efficient electronic equipment are the glimpse of the
bank's initiatives to facilitate Green Banking.
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Every Company requires to assess its ability to
continue as a golng concern. The Board of
Directors of Pubali Bank Ltd. has made annual
assessment about whether there exists any
material uncertainty which may cast significant
doubt upon the Company's ability to continue as
going concermn. The director's assessment of
whether the company is a going concern entity
Involves making appropriate inquirles Including
review of budget and future outcome of
Inherent uncertaintles In existence.

The Directors are convinced from the following
indications, which give reasonable assurance as
to company's contlnuance as a going concern
for the foreseeable future.

Financlal Indications
Positive key finandal ratios:

During the year 2017 Pubali Bank's earning
asset Increased by 17.22 percent, deposits by
9.88 percent, shareholders equity by 4.04
percent and operating profit Increased by 24.84
percent. The Company has a very paositive
financial ratlc as evident from financlal

Report on Going Concern

REPORT ON GOING CONCERN

highlights and graphical presentation of financial
position given separately In this Annual Report.
Such positive financial ratios indicate Bank's
sound financlal strength and good prospects.
Moreover, considering the operating profit for
the year 2017 Puball Bank Is one of the top
performers in the banking industry.

Consistent payment of dividends:

The Bank has been paying consistent dividend to
its shareholders over many years which reflects

company's long-term vislon and firm
commitment to its owners.

Operating revenue

P 8 (BDT in Million)

27,310.89
2017 2016

2015 2014 2013

Cradibliity In payment of obligations:

The Company has strong credibliity In terms of
payment of its obligations to the lenders. The
Company Is very particular In fulfilling the terms
of repayment agreement without any exception.

Performance growth:

Puball Bank has excellent growth In Its operating
perfoarmance. Company's total asset has
increased from BDT 320,361.89 million to BOT
368,314.62 million indicating 2 growth of more
than 14.97 percent over last year. Total
Operating income has increased by 15.96
percent in 2017. All these Indicators support
Company's continuance in foreseeable periods.
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Cash Flow analysis:

Pubali Bank's cash flow analysis represents its
strength about its ability to reply its obligation,
ability to adapt in changing circumstances and
generate sufficient cash and cash equivalent
which will lead the bank to the foreseeable
future.

Operating cash flow before adjustment of
increase/decrease in operating assets and
liabilities; is BDT 5,932.78 million as against BDT
4150.85 million of previous year.

However net operating cash flow after
adjustment of increase/decrease in operating
assets and liabilities shows net outflow of BDT
764.52 million as against net outflow of BDT
9445.82 million of previous year. Such outflow
indicates to cautious expansion of loans &
advances of the bank.

Expansion of business:

The Company has expanded its segment
geographically by opening new branches in
different places considering the economic
significance. During last five years Pubali Bank
opened 46 (forty six) new branches at different
places In Bangladesh, 119 new ATM has also
been installed during last five years tenure. Total
no. of Branches and ATMs as on 31 December
2017 is 465 branches and 120 ATMs (2016: 453
Branches and 109 ATMs).

Pubali Bank also gives due importance on
diversification of various innovative and
customer oriented products and services and
which is being done in a continuous manner. In
addition to that Pubali Bank has one subsidiary
as on the date of reporting namely; Pubali Bank
Securities Limited. Pubali Bank Securities
Limited has already started its full-fledged
business operation as a brokerage company
under the license of the Dhaka stock Exchange
Limited and Chittagong stock Exchange Limited.
On the other hand, Pubali Bank Securities
Limited has been formed with the vision of
carrying merchant banking activities in
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Bangladesh. Above diversification also represent
Company's intention for perpetuity.

Corporate environment and employees'
satisfaction:

There exists a very good corporate environment
in the Company. Pubali Bank is an excellent
work place with friendly environment
Communication among the employees is very
excellent. The company endeavors to be honest
and practices fair treatment to all employees

Shareholders' equity
(8DT in Million)
26,160.31 25,144.40 2487511
J I I In 1
2017 2016 2015 2014 2013

which ensures good corporate environment. The
Company pays a competitive compensation
package and there exists a good number of
employee benefits like provident fund, gratuity
fund, employees welfare fund, incentive bonus,
transport facility to the eligible employees. Pay
scale are frequently revised to give effect of
inflation as well as to align with the industry
level. Those all factors are to be considered as
instrumental for employee satisfaction.

Maintenance of sufficient capital:

As on 31 December 2017, the Company's total
equity stands at BDT 26,160.31 million as
against BDT 25,144.40 million of 31 December
2016. On the other hand, as on the date of the

CRAR/CAR
12.93%
11.87%  11.74%  11.73%
1 I I l
2017 2016 2015 2014 2013




reporting the paid up capital of the bank is BDT
9,508.04 million as against Bangladesh Bank
requirement of minimum paid up capital BDT
4,000 million.

Moreover, as per BASEL-lll, a bank should
maintain total capital at least @ 10 percent of
RWA. Pubali Bank maintains above the required
level consistently and the level of capital size of
Pubali Bank is one of the highest in the industry.
As on 31 December 2017 banks CRAR is 12.93
and maintained total regulatory capital TK.
31,975.20. All the above situation also indicates
to its ability and intention to continue for the
foreseeable future and long term vision.

Other Indications
Satisfactory credit rating:

Pubali Bank has been rated as AA (pronounced
as Double A) the long term credit rating and ST-1
short term based on audited financials as on 31
December 2016 and other available
information up to the date of rating declaration.
The outlook on the rating is Stable. The ratings
are consistent with NCRL's methodology for this
type of company. NCRL considered financial
performance, capital base, asset quality,
liquidity position, management experience and

Report on Going Concern

prospect of the industry while assigning the
rating. An institution rated AA has a very strong
capacity for timely servicing of financial
obligations offering high safety. Such institutions
carry very low risk. An institution rated ST-1 has
a strong capacity for timely payment of financial
commitments and carry lowest credit risk.

Changes in Government policy:

Management anticipates no significant change
in legislation or government policy, which may
materially affect the business of the bank.

Based on the above indications, directors feel it
appropriate to adopt going concern assumption
and there Is no material uncertainty exists in
preparing the financial statements. Adequate
disclosures have been made in the financial
statements and different sections of the annual
report to understand the appropriateness of
going concern basis in preparing financial
statements.

Particulars longTerm  Short Term
Entity Rating AA ST-1
Date of Rating June 18, 2017
Based on Financial Statements  December 31, 2016
Validity Date June 19, 2018
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REPORT ON HUMAN CAPITAL

Pubali Bank Limited focuses on strengthening its manpower resource pool by acquiring the person
with right skill and providing them with planned career growth opportunities within the Bank. As part
of HR strategy to mix youth with the experienced ones, the management follows a rigorous
recruitment system to hire fresh graduates as Probationary Assistant Junior Officer (Cash), Junior
Officer, Officer and Senior Officer and experienced senior level officials through a competitive,
transparent and fair process under talent acquisition.

Business and Human Capital are intertwined and its progress is dependent upon each other. In this
context, Pubali Bank Limited has witnessed a rapid growth in human resources development for the
last few years in terms of fast track and efficient e-recruitment and reduction of turnaround time
significantly; development and implementation of a comprehensive orientation/induction process for
the newly appointed officials at entry level, use of Performance Appraisal System (PAS);
computerization of Human Resources Management Systems etc.

Total workforce has been raised to 7652 in 2017 from 7204. The Board of Directors and the
Management of the Bank put an extra emphasis on Human Capital Development to secure all
stakeholders interest. Training is the formal procedure to facilitate employees learning for bringing
about the desired changes in the employees behavior. Banking technologies are evolving at a rapid
pace and competency development is the prime need of the Bank by reinforcing the traditional
banking skills with the new technology based skills. Major steps have been initiated by Pubali Bank
Training Institute (PBTI) to enhance the capacity of the in-house training system both qualitatively
and quantitatively. Foundation Training Course has been redesigned and workshop and skill based
training workshops are in place to ensure capacity building and generating future |leaders for the
Bank.

Age-based Male-Female mix of the Employees
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Recruitment:

05(five) year's recruitment at a glance:

Sl.No. Rank| \Year — 2013 2014 2015 2016 2017
1 General Manager 1
2 Deputy General Manager 2 1 1
3 Assistant General Manager 3
4 Senior Principal Officer 1 2
5 Principal Officer 3 3
6 Senior Officer 106 64 14 100 116
7 Officer 194 121 2 185 162
8 Junior Officer 409 243 2 214 4
9 Deputy Junior Officer (Cash) 67
10  Assistant Junior Officer (Cash) 64 61 262
11 Driver 14 5
12  Technician 3
13 Armed Guard 223
14  Messenger-Cum-Guard 100 48

73 | em | 154 | e | 604t

*Excluding 01{one} DMD recruited in 2017.

Incentivizing:

Total 326 employees were rewarded by cash out of which 91 for outstanding performance in training,
221 for passing banking diploma examination and 14 sub-staffs for passing graduation. In 2017, 1844
employees of 12 different ranks were given promotion to the next higher grade in recognition of their
professional performance.

Employees Welfare:

Bank has provided stipend/scholarship to 100 children of employees for their meritorious academic
achievement. 559 employees were facilitated with financial assistance for their treatment & funeral
for death cases from Pubali Bank Employees Staff Welfare Fund. Beside these, 9 retired employees
and their distressed families were given financial help from Pubali Bank Limited Retired Employees
Welfare Fund.

Pubali Bank also facilitated day care services for the children of employees of the Bank by
establishing Day Care Center in Motijheel area jointly with 21 other private commercial Banks. This
facility gives comfort to the employees especially to the female employees and helps them to
concentrate discharging their duties with more satisfaction.
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Learning accomplishment in 2017

a) Pubali Bank Vision: Training Institute aspires to visualize that Officers are self-confident
Training Institute and capable of taking right decision in right time by acquiring
(PBTI) desired skills and act as a committed, ethical and well-motivated

human resource through training.

Mission: In the broader sense, mission of the Training Institute is to produce
active and capable manpower for due support of the Management.

a) Bring all officers/executives of the bank in training net;

b) Ensure compulsory job rotation for trained officials within at least
one year in post-training period under effective Management plan;

c) Create solid work-base in different operational areas by competent
officers;

d) Mould man into manpower for making the bank gain fully profitable
and turn it as one of the best Bank;

e) Organize need-based training program to cope with changes for

achievement of the Bank's business strategy.

Performance:

a) Total 30 training programs having 82 frequencies were conducted in
2017 at PBT] for 2553 officials of the Bank.

b) One outreach workshop having 7 frequencies were conducted in
2017 by PBTI in 7 regions for 668 officials including branch
managers of the respective braches under those regions.

b) Training at other A total of 412 persons attended in 180 courses at BIBM, BBTA, BAB and
institute other institutes in 2017.

¢) Overseas training 22 persons attended 13 different programs i.e. IT, Foreign Exchange, Trade
Service In abroad to acquire the knowledge of International practices to
compete in the local & international arena of Banking and to set ourselves at
international standards as a benchmarks of competence.

Corporate Social Responsibilities:

As a part of CSR, a total number of 175 students were facilitated by allowing them to complete their
internship program (as a part of their academic curriculum) at different branches of Pubali Bank
Limited all over the country.

Human Resources Division is committed to its prime motto in ensuring the highest standard of
human resources management in its endeavor for development of the Bank.
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PUBALI BANK LIMITED- AN EMPLOYEE FRIENDLY BANK

Pubali Bank, an employee-friendly Bank, offers an excellent workplace with a very good corporate
environment. The following benefits for its employees are ensured:

Financial Benefit:

The Bank pays very competitive packages for its employees and it also revises pay scale every two
years in line with the Cost of Living Expenses. The Bank introduced the following benefits for its

employees:
» Contributory Provident Fund which is recognized by NBR.
> Gratuity Fund which is also recognized by NBR.

» Staff Welfare Fund: All active employees and those who are on Post Retirement Leave (PRL) are
eligible for financial help.

» Retired Employees Welfare Fund: Retired Employees are eligible for this fund.
» Advance Increment for Prospective Employee.
» Honorarium for passing Banking Examination from |BB and BIBM etc.

Skill Development of employees through Training:

The Bank established its own Training Institute named "Puabali Bank Training Institute (PBTI)" for the
development of its employees through in house Training Round the year. This Bank gives extra
emphasis on Human Capital Development to secure all stakeholders interest and to ensure
generating future leaders for the Bank.

Pubali Bank also arrange Overseas Training Program for its employees where they can acquire

knowledge on international practices to compete with other Competitors in the local and
international arena of Banking.

Leave facilities for Employees:

Pubali Bank introduced following Leave facilities for its Employees are:
» Ordinary Leave
» Leave on Half Pay
» Advance Leave
» Leave Salary
» Leave without Pay
» Special Disability Leave
» Study Leave
» Quarantine Leave
» Maternity Leave
» Casual Leave
» Medical Leave

Puball Bank Limited | Annual Report 2017 1 77




Management Review

MANAGEMENT REVIEW & EVALUATION

CREDIT DIVISION

Credit Division is the core centre of Pubali Bank Limited and engaged in planning, promoting and
managing to meet up the growing credit needs by offering varieties of products & services aimed at
attaining sustainable credit growth to ensure desired profitability through devising and designing
strategic credit plans, policies and guidelines.

Prime focus of the Credit Division is to maximization of profitability through increase of volume of
quality lending with appropriate loan pricing in promising and productive sectors by maintaining a
sensible mix of various client segments and products, economic sectors, geographical locations,
demand-supply gap, social obligation etc.

To accelerate the credit approval process, the business discretionary power de-centralized delegating
and empowering Regional Offices & Corporate Branches to approve credit facility within the
enhanced delegated discretion. A thorough risk assessment covering business risk, financial analysis,
industry analysis, historical performance, security risk, environmental risk etc. is done before
sanction of any credit facility at all level of credit process.

The Credit Risk Management Policy of the Bank upgraded and updated with due approval of the
Board of Directors in accordance with Bangladesh Bank's guidelines to ensure effective credit risk
management and compliance with the regulatory framework. The updated CRM Manual will address
more effectively on appropriate credit environment, sound approval process, structured credit
administration, monitoring process and overall satisfactory control over credit risk. Total credit
portfolio of the Bank as on 31 December 2017 can be categorized under the following categories:-

Total Loans & Advance
Tk. 23,993,96 crore
100% CMSME -
Tk. 5,284.32 crore
22%
Corporate -
Retail -
Tk. 16,06573:5 crore Tk. 2,183.35 crore
9%
Agriculture -
Tk. 427.67 crore
2%
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Corporate Banking

Bank's corporate finance activities are done on prudent manner based on the policy guidelines and
considering different parameters like economic condition & fluctuation, political scenario, growth &
risk aspects of the related sector. Pubali Bank Limited is the business partner of corporate clients by
offering financial co-operation in the following sectors:

RMG Finance

Trade & Commerce
Syndication Finance
Project Finance
Work Order Finance
Real Estate Finance

Readymade Garments Financing

In spite of having obstacles the RMG sector in Bangladesh has grown up making major contribution
to the national economy and is playing an important role in employment generation and foreign
currency earnings of our Country. RMG Sector goal is to reach USD 50.00 Billion export by 2021.
Pubali Bank Limited is also contributing in this foreign currency earning sector on priority basis. Total
export in RMG Sector in Bangladesh for the year 2017 is USD 29,212.93 Million which was
USD28,668.29 Million in 2016. In the year 2017 RMG export through Pubali Bank Limited by 109
clients is Tk. 5,841.90 crore [approximately USD730.24 million @Tk.80/- for 1 USD] increasing from
Tk.5,650.06 crore [approximately USD 706.26 million @Tk.80/- for 1 USD] of 2016 with a growth rate
of 3.40%.

2 (Two) dedicated units have been formed at Credit Division for proper handling of RMG portfolio of
the Bank to meet up the urgent requirement of the clients. After proper analysis of the requirements,
the Bank provides credit supports to the RMG clients in the form of project finance, working capital
requirement, term loan for retrofitting / BMRE, import of capital & other ancillary machinery, fire
fighting equipments etc. besides other regular facilities in this sector. Accordingly a significant portion
of total financing of the Bank has been made in RMG sector which is in 2017 for Tk.2,024.67 crore
increased from Tk. 1,353.36 crore of 2016. Credit team at Head Office and at Branches are
continuously conducting periodic field visit of the factories and also ensuring meticulous compliance
of rules & regulations of different regulatory bodies.

Trade & Commerce

The Trade and commerce portfolio is diversified in commodity trading, construction and supply
business, import financing, work order financing, fixed asset procurement, bill purchase etc. The
Bank extends facilities in the form of working capital credit as well as Term Loan to both existing and
new clients in the fields of foods, edible oll, other consumer items, food processing, rice mill, flour
mill, feed mill, petroleum, chemical, printing & packaging, publishing, ship breaking, construction
materials, furniture & saw mill, IT, electronic goods, deemed export etc.

A significant portion of the Bank’s credit portfolio is distributed amongst trading sector. On receiving

the credit proposals, the credit applications are processed for approval complying Bank's credit policy
and rules and regulations of Bangladesh Bank and other regulatory authorities. For better evaluation
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of credit proposals, fleld visits are done with a view to find out the actual credit need of the client.
Syndication Finance

Funding together to spread and share the credit risk - is the main purpose of syndication financing.
Pubali Bank Limited acts as Lead arranger and participant of syndication financing in the banking
industry for development / establishment of different large infrastructural projects to improve the
macro-economic scenario of the country. Pubali Bank Limited has contribution in financing in
diversified sectors like Power, Telecom, Spinning, Steel, Cables, Food & Beverage, Hospital, Hotel,
Glass, Rice Mill etc. Total participation up to 2017 in syndicate financing is Tk. 805.33 crore out of
which an amount for Tk. 369.97 crore has been disbursed and present outstanding is Tk.292.66crore.
Mentionable that under Syndication facility Pubali Bank Limited is actively participating in various
large scale projects of Bashundhara Group, City Group, Sajeed Group, KSRM, BSRM, Nasir Group.
Meanwhile 5 (five) Nos of projects of Shah Cement Ltd, Green Life Hospital, Karooni Knit Composite
Ltd, Graphics Textiles Ltd, Prime Melange Yarn Mills Ltd have been adjusted in full in 2017.

Project Finance

Pubali Bank Ltd offers Project Finance facility for establishment / BMRE of manufacturing and service
industries, generally in the form of Term Loan to facilitate the client for procurement of fixed assets
like capital machinery, ancillary machinery & equipment, construction of factory building etc. Project
Finance is usually followed by Working Capital Finance to meet day to day operational expenses of
the project so that the project can run profitably to repay the Bank's dues.

A detailed feasibility study is carried out before financing a project that includes technical, marketing,
financial, management and organizational aspects as well as working capital assessment.

Pubali Bank Limited contributed actively for the development of large & medium scale industries
under private sector of our country. The Bank has financed in setting up of various industrial units in
wide range of productive sectors like spinning, textile, garments, pharmaceutical, cement, paper,
telecommunication, steel, hotel, resort, hospital, educational institution, transport, filling station etc.
Puball Bank Limited facilitates a good number of projects both large & small; some names are
Kushiara Power Company Ltd, Younus Offset paper Mills Ltd, Nitol Machineries Ltd, Sena Edible oil
Industries Ltd, Citizen Cables Ltd, DBL Pharmaceuticals Itd, Birol Kazi Poultry Ltd.

Work Order Finance

Pubali Bank Limited is playing due role and actively taking part in the infrastructural development
process of the country by means of extending credit facilities to the contractors both in the form of
funded & non-funded facility to execute work orders awarded by different Government authorities as
well as renowned private organizations. The Bank participated in several mega projects of the
Government by financing the relevant contractors having sound track record for successful
accomplishment of project. The Bank also provides Earnest Money facility with easiest terms &
conditions supported by simple documentary procedures and low clients' equity.

COTTAGE, MICRO, SMALL & MEDIUM ENTERPRISE (CMSME)

Cottage, Micro, Small & Medium Enterprises play a vital role in the economy of our country and
treated as the engine of national growth and smooth the progress of national economy. It accelerates
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industrialization, generates employment to a large number of people and thus reduces poverty.
About 80 percent of industrial employment, about S0 percent of total industrial units and about 25
percent of the labour force are engaged in CMSME. Their total contribution to export earnings varies
from 75 percent to 80 percent. The industrial sector makes up 31 percent of the country's gross
domestic product (GDP), most of which is coming from CMSMEs. Presently CMSMEs are getting
highest priority from all corners due to their already proven multidimensional contribution to the
socioeconomic environment.

In the light of that the policy makers of Pubali Bank Limited also emphasize on CMSME sector. To
promote the entrepreneurs and accelerate financing in this priority sector, the Bank already
developed 5 (five) special CMSME Credit products along with usual & existing products of the Bank.
Moreover encouraging the women entrepreneurs, Pubali Bank Limited also offering loans at lower
interest rate,

A glimpse on SME portfolio of the Bank as on 31 December 2017 is as under:-

Total Loan & Advances Tk. 23,953.96 crore

Total CMSME Loan Tk. 5,284.32 crore (22.06% of total Loans & Advances)
Sector - wise outstanding:

Service Tk. 476.50 crore ( 9.02% of CMSME portfolio)

Trading Tk. 3,663.66 crore (69.33% of CMSME portfolio)

Industry Tk. 1,144.16 crore (21.65% of CMSME portfolio)

B Total Loan & Advance Tk. 23,953.96 Cr
M Non CMSME Loan Tk. 18,669.64 Cr

i Total CMSME Loan Tk. 5,284.32 Cr

W Manufacturing Tk. 1,144.16 Cr

B Trading Tk, 3,663.66 Cr
W Service Tk. 476.50 Cr

RETAIL LOAN

Pubali Bank Limited offers a good number of varieties of products to meet up requirements of every
client in every aspects of retail banking. From purchase of household durables to vehicle for self use,
meet up any urgent requirements through personal loan, purchase of Flat through Flat purchase
loan, even decoration / renovation of existing flat under Flat renovation loan and finally credit card
facility - no options are left to meet up day to day need for a retail client. As on 31 December 2017
total exposure in Retail loan is Tk. 2,183.35 crore which is 9% of total loan portfolio of Pubali Bank
Limited.
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SUSTAINABLE FINANCE & RELATED INITIATIVES

The rapid changes in the climate pattern cause many problems and directly impacts on biodiversity,
agriculture, forestry, water resources, and human health, which need immediate response. Pubali
Bank Limited has taken initiatives on the environmental consequences. The Bank believes
sustainability must lie at the heart of business to achieve the long-term success which allows the
bank to contribute to the economic well-being of the society. We want to ensure sustainable business
that brings benefit to the shareholders, society, the environment and local economies. To achieve
this, we align our business and sustainability strategies as closely as possible.

Sustainable Finance Committee and Sustainable Finance Unit

Sustainable Finance Committee and Sustainable Finance Unit at Head Office level have been
formed to monitor & ensure best practice of Green Banking in its every sphere of actions. The
committee regularly reviews its actions for closer convergence towards related national & global
best practice. Green Banking Policy has been designed based on Green Banking Policy of
Bangladesh Bank. The main concern of the policy is to ensure sustainability through
environmental protection from pollution by eco-friendly activities including investment.

Incorporation of Environmental & Social Risks in Core Risk Management

Pubali Bank Limited is following Environmental & Social Risk Management Guidelines to
understand and manage risks arising from environmental & social concerns. This brought a focus
on planning and implementing policies and procedures to mitigate environmental risks
associated with financing decisions. Environmental & Social Risks are being considered as part of
existing Credit Risk Management methodology of the Bank to assess the prospective borrower.

In-house Environment Management

Pubali Bank Limited maintains in-house consumption of water, paper, electricity, energy etc. as a
part of effective in-house environmental management. Theory of reduce, reuse & recycle are
being In practice. Initiatives have been taken for attalning a prolific in-house Environment
Management. Initiatives have been taken to apply eco-font in printing to reduce usage of ink and
paper, use scrap papers and avoid disposable cups / glasses and to install energy efficient
electronic equipments that will help the Bank to reduce electricity consumption. Normal bulbs
have been replaced by energy saving bulbs in offices of the Bank. Almost all the CRT monitors
has been replaced with LED monitors. This ensures 70% power usage cut by the personal
computers all together. We are enhancing online coverage for clients, like ATM, SMS Banking,
Internet Banking, Mobile Banking etc.

Electronic Communication
The electronic mail system decreases use of paper and chemical ink for printing, Using the
nationwide computer network &the email correspondences also decrease communication time,
increase accuracy, faster decision making etc.

Green Banking Logo & Slogan:

Green Banking logo & slogan has been introduced to trigger familiarity with green banking
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concept. E-Circular platform is in use. Apart from these, bank is on its route to commence e-
statement, e-tendering system shortly.

Online Credit Application and Appraisal Processing System

Online Credit Application and Appraisal Processing System have been initiated. In this regard,
necessary modules/software has already been incorporated in our PIBS. It will help offset usages
of paper in our day to day activities.

Formation of Climate Risk Fund

Puball Bank Limited has created climate risk fund under CSR program for mitigating
environmental risks arising out of climate changes in different areas. This fund is being utilized to
promote economic activities in the flood, cyclone and drought prone areas in case of emergency
as a part of bank's CSR activities. Regular financing in the vulnerable areas and sectors is also an
ongoing process.

Employee Training

Country-wide training programs for the employees to have in depth understanding on Green
Environment & Green Banking have been arranged and are on-going process.

Green Finance

Green Finance implies the financial services to the businesses and projects that help prevent
deterioration and damage of the environment as well as which are not harmful to the
environment. Green Investments combine both Direct and Indirect green investments. As per
Bank's principles of giving preferences to eco-friendly business activities and energy efficient
industries, Pubali Bank Ltd. has taken different steps for enhancing the green investment. As on
31 December 2017 total Green Financing is Tk. 1716.07 crore where Direct Green Finance is Tk.
8.06 crore and Indirect Green Finance 1708.01 crore.

AGRICULTURAL AND RURAL CREDIT

Agriculture sector is the most important sector of Bangladesh economy and has a contribution of
19.6% to the national GDP. 63% of total population and 87% of rural population of the country are
directly involved with agricultural activities like crops, fisheries, livestock etc. ensuring food security
and creating self-employment as well as improving better standard of living for the common people.
The economy of Bangladesh is growing through the advances of agriculture sector. Pubali Bank
Limited Is contributing with extreme importance to Improve agricultural activities and emphasize on
achievement of all targeted activities in this sector. In line and compliance of Bangladesh Bank's
Agriculture and Rural Credit Policy for each fiscal year, Pubali Bank Limited sets sector-wise & branch-
wise target for smooth allocation of agriculture credit. Bank also extends agricultural credit through
well reputed NGOs/MFIs being ensured proper utilization of the fund in the agricultural sector.
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Target and achievement

(Figure in crore Taka)

Sectors 2015 - 2016 2016 - 2017
Disbursement | Percentage | Disbursement | Percentage
Target 260.00 300.00
Sector-wise achievement
Crops 23.09 8.12% 132.99 40.28%
Pisci-culture 21.59 7.59% 35.50 10.75 %
Agricultural tools 494 1737 % 65.80 1993 %
Livestock 184.41 64.83 % 74.17 22.46 %
Poverty Alleviation 4.6 1.62% 15.70 475 %
Others 1.36 0.47 % 6.06 183%
Total 284.45 100.00 % 330.22 100.00 %
Achievement 109.40% of Target 110.07% of Target

FINANCIAL INCLUSION

Bangladesh Bank in its policy statement defined Financial Inclusion as "a key element of social
Inclusion, necessary to foster inclusive growth, combat poverty by opening up blocked opportunities
and inclusive financing of farm/non-farm output initiatives, generate new employment on the
demand side while matching new domestic output on the supply side." Following the view of
Bangladesh Bank for 'leaving no-one behind’, Pubali Bank Limited, with its usual banking services, is
on the way to create and expand financial services to blinds, garments workers, street children,
school going children, poor and low-income populations come from the bottom of the society. The
Bank is bringing the said segment of the people under the umbrella of banking services by opening &
maintaining their accounts. Moreover loans are being disbursed directly through Bank's own Branch
Network to the account holders of Tk.10/-. Up to 31.12.2017 cumulative disbursement of Pubali
Bank Limited is total Tk, 2.85 crore through 629 borrowers out of which female borrowers is 109.
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GLIMPSES OF SOME PROJECTS FINANCED

BY PUBALI BANK LTD.

*]Oto-c..-’“}

FEA T PR e

Dird Composite Textlles Ltd, of Kawran Bazar Corporate Branch
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Glimpses of Some Projects

Choya Fashion Gallery -
A women entrepreneurship of our
Dakshinkhan 8ranch

Dui Bhai Auto Rice Mill of Thakurgaon Branch
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Glimpses of Some Projects

Pran-RFL Group
of Foreign
Exchange Corporate Branch

DBL Pharma =

a project financed by Pubali Bank
Limited, Kawran Bazar

Corporate Branch, Dhaka

Kushiara Power Plant - a project
by Pubali Bank Limited
Principal Branch, Dhaka
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Glimpses of Some Projects

Kushiara Power Plant - a project
by Pubali Bank Limited
Principal Branch, Dhaka
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Glimpses of Some Projects
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A Women Entrepreneurship

A WOMEN ENTREPRENEURSHIP
our Jamalpur Branch

=

Wi Gis WeET (3N | Joob AT T fAeP (A% 80,000/- BRT JoTe
Tron = Prows ate v 30 | Wi o 3w w0 W aide w3y @
fater fior | o Fiom Sfer o ST o (4 WINIT SR TRV SRS
ofe | et efdto At N5 2T A TR TR w21 o e
R, TEUE WO TP AW 4 ofETTR o G ST
e |« efebTE e e Wik ¢ (o) oot oY Il uw B
Wi o T o1 o Pl SR | e Wi e e e e
Sto O XRHT e @ s ST wipe wive | Wi i e Mo,
WINFTHE T &S 008 FW ¢.00 TF BIFH GHINE ¢ awt I ¢ @
W HRONTEE 4 059 H A So.c0 W BIFT W fRmy W YT
“fft W s ey @) 9w afdbm W oy 6T "R,
TEANE, TRET, BRI, GIwTS JRPTR AR (AT TR 41 & | @ @b
e S & 3,00,000/- Dty oy Rl a1 o | Wity efedis s
.00 W DI o W 0K | 05k AT Wi wier Breider ceey
Wb TR o7 o il wonree 3R aw 2T e e 7 wir
e T A e Tt Ry Gt e i

y LSO Pubell Bank Umited | Annual Report 2017




Performing Card Business

PERFORMING CARD BUSINESS

To create a high potential in today's market with the plastic Card, Card Division of Pubali Bank Limited
is under constant persuasion of efficient, accurate and timely management of the Card transaction
and services for our large number of Card users.

Pubali Debit Card:

We are developing our Card business to make the plastic money popular for our valued customer.
Since 2nd September 2013, we are issuing MasterCard Debit Card and from 18th February 2014, we
are [ssuing VISA Debit Card as per customers requirement through branch. At present, we have more
than 1 Lac Debit Card and the number is increasing day by day. We offer a secure Debit Card with
some productive features for our customers.

1. We are providing Debit Card free of cost for the initial year.

2. Lowest annual fee in the market.

3. Free of cost ATM Fund Transfer facilities through our ATM to any account of Pubali Bank.
Also, fund transfer through our ATM to any banks account is ready for implementation.

4, Local e-<commerce facility.

5. We will provide EMV Chip based Debit Card very shortly.

Debit Card Growth :

Upto December 2017, we have issued 96,593 no. of Debit Card for our valued customers. The
number of Card has increased by 43.55% in comparison to the year 2016.

67,287
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Transaction Growth:
Amount of ATM Transaction (Domestic) Number of ATM Transaction (Domaestic)
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Performing Card Business

Number of POS Transaction (Domestic) Number of POS Transaction (Domestic)
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Pubali ATM:

At the end of 2012 we have started our ATM operation by establishing the connectivity with National
Payment Switch Bangladesh (NPSB). Continuing to this, we are installing ATMs under different
branches as per their demand. At present, we have 116 ATM Booth with 122 live ATM. Our
Management has taken imperative initiatives for rapid expansion of ATM Booths at suitable locations
to facilitate our existing customers and penetrate potential clients across the country.

Pubali Credit Card:

Credit Card is a unique consumer financial product that offers credit and provides the means of
payment. It is no wonder that Credit Card is becoming popular in Bangladesh day by day and
eventually will become centre to the financial lives of the most Bangladeshi consumers in future,
Pubali Bank Limited started the Credit Card services from 19th August 2015 with 2 combination of

flexibility & benefits for the customers. We offer a cashless society for our valued Credit Card holders
by offering the best brands in the world (i.e; VISA and MasterCard).

Credit Card growth :

At the end of 2017, we have issued 2,739 no. of Credit Card for our valued customers. The number of
Card has increased by 583.04% in comparison to the year 2016.

2,739

-8 EEEE

w2015 » 2016 w2017
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Performing Card Business

Pubali Credit Card Facilities:

Pubali Bank have the right solution for their Credit Card holders with a combination of benefits and
smooth services.

Each of our Card also carries a range of value added benefits to suit with lifestyle. Already we have
tagged with more than 70 discount partners which includes Top Airlines, Electronic Brands, Hotels,
Fashion Houses and Restaurants.

Pubali Bank Global Credit Card members will get access to Balaka Executive Lounge at Hazrat
Shahjalal International Airport and avail all services there.

For Credit Cards, we are offering the lowest interest rate in the market i.e; 17% per annum only. its
a strong benchmark for marketing our Credit Cards.

With worldwide acceptance at millions of outlets, our Cards offer a host of features and benefits that
make our life simpler and more convenient. Regular features of Pubali Credit Cards are given below:

Dual Currency International Credit Card.

Lowest Annual Fee.

03 free Supplementary Card against 01 Principal Card.

Lowest interest rate in the market and no hidden charge.

Accessible in all POS and ATMs that have VISA/MasterCard and NPSB network in Bangladesh.
Purchases at over 38 million merchant locations across the globe.

Convenience of accessing cash at more than 3.5 million ATMs across the world.

24/7 hours customer services help desk.

Maximum 45 days interest free period.

Cash withdrawal facility upto 50% of Credit Limit.

Fund transfer facilities through our ATM upto 90% of Credit limit with 1% processing fee.
We will provide EMV Chip based Credit Card very shortly.

RNEENNNYNE NSNS

Call Center :

We have established 24 hours a day, 365 days a year Call Center as another delivery channel to
deliver services & supports to the valued customers.

For Local Call: 16253 or
For Overseas: 04472000900

As per PCI-DSS (Payment Card Industry-Data Security Standard) requirement, we are providing our
support on Risk & Fraud Management for the Card transaction.
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istamlc Banking

Puball Bank Limited pursues both Conventlonal and Islamic Banking services. Out of total 465
Branches, 02 {two) Branches have been providing Islamic Banking faclittles through thelr afflllated
Islamic Banking Windows since 2010. To utllize the largest Branch Banking Network In the private
banking sector of the country graced by good market reputation, the Bank has already applied to
Bangladesh Bank for 32 more Islamic Banking Windows, after approval of the Board, for expansion of
its Islamic Banking Operations. We have also a future plan for introduction of Isfamic Banking Service
Desk {IBSD) In Conventlonal Branches of the Bank.

It Is mentlon-worthy that the Islamlc Banking operations of the Bank are totally separate from
conventlonal ones. Separate Accounting for Islamic Banking Windows 1s belng maintalned through
PIBS {Pubali Integrated Islamic Banking Systems). At present, 19 personnel are working with the
Islamic Banking Wing at Head Office and in two Islamic Banking Windows. The Team Members get
trainings on Islamic Banking from home and abroad on regular basis; and all full length training
programs for conventional banking conducted by Pubalf Bank Tralning institute Include a session on
Islamic Banking alming to get them famlllar with Islamic Banking products of the Bank. Since the very
beginning of Islamle Banking, the Bank is a Member of the "Central Shari’ah Board for isiamic Banks
of Bongladesh” and “lslamic Banks' Consultative Forum®. We are commltted In running our Islamic
Banking business with strict compliance of Shari'ah and other prudential Guidelines.

Financial Analysis

Since Inception, Islamic Banking business of Puball Bank Umited saw remarkable growth In all aspect
such as Deposlt, Investment, Import, Export, Remlittance and Proflt. With only 2 windows, arcund
0.63% of Pubali Bank's business {in terms of profit) was achieved through Islamic Banking operations
powered by 0.25% of total manpower. As on December 31, 2017, the Deposit and Investment of our
Islamic Banking Windows were BDT.976.99 million and BDT.403.16 million respectively. During the
year 2017, total Import {62 L/Cs) and Export {246 BB L/Cs) handled by Islamic Banking Windows were
BDT.231.55 million and BDT.717.50¢ milllon respactively. Overall performance of Bank's Islamic
Banking during the year Is also reflected In [ts Balance Sheet and Profit ond Loss Account Included In
this report.

Major Activities In the Year 2017

1) 04 (four) meetings of Bank's "Shari’ah Supervisory Committee* were held where different
operational issues, policles and strategles were reviewed.

11} The Muraqulbs of the Bank conducted Sharl'ah Audlts In Islamlc Banking Windows and submitted
their reports before the Shari'ah Supervisory Committee and the Committea reviewed the same,

The Islamic Banking Windows {IBW) have made considerable progress in the Year 2017. It is expected
that by the prized guldance and policy directives of Bank's Board and Management, the Islamic
Banking operatlons of the Bank willl progress further In 2018 and earn business successes In different
Indicators, in Sha Alloh.
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Ict Security Status

ICT SECURITY STATUS OF PUBALI BANK LIMITED

Pubali Bank Limited has changed the way it provides services to its customers through transforming
the manual process to automated system, converting branch banking to centralized real time online
banking with harnessing the power of Information and Communication Technology (ICT). Security of
Information of our bank has therefore gained much importance, and it is vital for us to ensure that
the risks are properly identified and managed. Moreover, information and information technology
systems are essential assets for the bank as well as for its customers and stakeholders. Maintenance
of these assets is critical to ensure the uninterrupted services to customers and the organizations'
sustainabllity. It is our utmost responsibility to protect the information from unauthorized access,
modification, disclosure and destruction.

Considering the cyber-attacks on ATM and Card of different banks and SWIFT system of Bangladesh
Bank, Pubali Bank Limited has upgraded its ICT Security Guideline considering the updated guideline
of Bangladesh Bank and introducing the security measures accordingly.

Our key achievements for ICT Risk Management through protecting our system and securing ICT
environments are:

Establish a standard ICT Security Policy and ICT Security Management

Ensuring secured and stable setup of its ICT Infrastructure

Establish a secured environment for the processing of data

Establish a holistic approach for ICT Risk Management

Identifying information security risks and their management

Communicating the responsibilities for the protection of information
Prioritization of information and information systems those need to be protected
B Aware and trained the users associated with managing the ICT infrastructure

While designing our system, we considered the following pillars keeping robust ICT security policy,
security procedure and ICT Risk Management in the basement:

A. ICT Security Management

B. ICT Risk Management

C. ICT Service Delivery Management

D. Infrastructure Security Management

E. Access Control of Information System

F. Business Continuity and Disaster Recovery Management
G. Acquisition and Development of Information Systems

H. Alternative Delivery Channels (ADC) Security Management
I. Service Provider Management

J. Customer Education
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International Business Operation

INTERNATIONAL BUSINESS OPERATION

Pubali Bank Limited has been facilitating a significant volume of International Trade and Foreign
Exchange transactions by using its largest branch network. The core strategy of international business
operation of the Bank is to establish a2 wider and effective network of correspondence across the
globe with a primary objective of entertaining the growing demand of quality trade services to its
clients. The Bank's involvement in international business is in increasing trend over the years which
includes import business, export business as well as collecting remittance from various countries.

Business Highlight
BOT in million
Particulars 2017 2016 Growth in 2017
Import 141,670.20 121,852.00 16.26%
Export 96,127.50 86,764.10 10.79%

International Division

International Division has various units including Correspondence Banking and Financial Institutions
Unit, Centralized Payment Authorization Unit, SWIFT Operations, Centralized Trade Processing Centre
(CTPC) and Offshore Banking Unit (OBU) to ensure smooth operation, coordination, supervision as
well as support to international business affairs:

Correspondence Banking and Financial Institutions unit

The Bank is playing a vital role for smooth and dynamic operation of foreign exchange transactions
and maintains a coordination and continuous correspondence between foreign banks and authorized
dealer branches of the Bank. Relationship Management Application (RMA) including Drawing
Arrangements have been established in all major currencies with different Foreign Banks. At present,
the Bank has expanded its international network up to 342 RMA across 51 countries of the world.
Credit lines have been established with Asian Development Bank (ADB) along with other Global
Correspondents and due diligence procedure has been undergoing with International Finance
Corporation (IFC). The Bank plays its role by facilitating foreign trade as well as working for the
development and enhancement of foreign correspondence relationship.

Centralized Payment Authorization Unit

The Bank's Centralized Payment Authorization Unit consists of highly skilled manpower equipped
with state-of-the-art technological and other infrastructural supports to handle all import payments
and other outward remittance very efficiently and effectively. Having excellence in operational
efficiency, this Unit has contributed to add value In service resulting positive impact on Bank's
operational performance as an end result.
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International Business Operation

SWIFT Operations

Pubali Bank Limited is a shareholding Member of SWIFT. Through SWIFT, the Bank has been
facilitating cross border trade transaction, inward/outward remittance from September 2005. The
Bank has 33 (thirty three) ADs including Head Office, 2 (two) OBUs & CTPC. All are connected to
Global SWIFT Network via Data center at Head Office and currently facilitating seamless delivery of
PBL's innovative Trade and FEX business products and services to the valued clients. The Bank
continuously evaluates the robust control procedures already in place for operations like centralized
trade payment, NOSTRO reconciliation, adhering to additional layer of authorization etc., so that its
information in SWIFT network remain always safe and secured.

International Division has reassigned the power of Authorization for SWIFT End User at Branch Level
and fixed the number of User & SWIFT PC as per business volume of the Branch. It has also
configured security related Parameters in the SWIFT System to ensure more security on SWIFT
Operation.

Centralized Trade Processing Centre (CTPC)

The Bank has launched its journey of CTPC operation on March 06, 2017 by three phases to
accommodate trade service facilities to the non-AD branches of the Bank along with boosting up
trade business to maximize profitability. Its target is also to increase productivity with efficiency,
ability with accuracy and local & international compliance by optimizing service excellence of the
Bank. In the 1st phase, CTPC was premised at 4th floor of A.A. Bhaban, 23, Motijheel C/A, Dhaka-
1000 for providing trade service facilities to all Non-AD branches of Dhaka (North, South and Central)
Zone for bringing a positive impact on service excellence associating with positive growth in the
business. In the Second phase, the bank has included Rangpur Zone under CTPC to facilitate the trade
service to all Branches of this Zone. There is significant & positive response from the Non-AD
Branches all over the country regarding the render of trade service facilities. The management is
expecting to accommodate all the Non-AD branches and Non-Corporate AD branches under CTPC to
provide trade facilities phase by phase.

Offshore Banking Unit {OBU)

Offshore Banking Unit (OBU) is aimed to facilitate International trade with assets and liabilities
denominated in foreign currencies. Since the inception of 2 (Two) Offshore Banking Units on January
22, 2015 named as OBU-Principal Branch located at A-A Bhaban, 23, Motijheel C/A, Dhaka and OBU-
Agrabad Branch at Agrabad Branch, 99 Agrabad C/A, Chittagong, both units have made significant
progress In offshore banking business. Both offshore banking units are self-sufficient with adequate
logistics and financial resources consequently gain full-fledged sustenance from growing number of
clients. OBUs are fully complied with all rules and regulations and fully backed and supported by
Pubali Bank Limited as the parent company.

At present, OBUs are dealing with following 3 (Three) products:

1. Bill Discounting UPAS,
2. Financing for Export Bill Discounting and
3. Term Loan.
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International Business Operation

Offshore Banking Units of the Bank have made tremendous growth in its operating performance. The
total assets of OBUs have increased from USD 101.82 million to USD 145.07 million reflecting a
positive growth of 42.48 percent. Total operating profit has also increased from USD 1.33 million to
USD 2.45 million representing 83.62 percent growth in this financial year.

Comparative position of Offshore Banking for two years:

USD in million
Particulars 2017 2016 Growth in %
Total Deposits & Borrowing 142.63 100.49 41,94%
Total Loans & Advances 139.73 99.10 41.00%
Total Operating Profit 2.45 133 83.62%

Foreign Remittance

Having the largest network in Bangladesh, Pubali Bank Limited plays a vital role in remittance inflow
from the non-resident Bangladeshis. In the year 2017, the Bank collected remittance BDT 36,593.20
million. The bank's majority portion of remittance comes from Middle East countries including Qatar,
United Arab Emirates, Saudi Arabia etc. But unfortunately, this part of the world experienced both
political and economic turmoil in the recent past that has also affected remittance flow of Pubali
Bank Limited.

Country Wise Remittance Inflow (%)

W QATAR

B UAE

o KSA

W MALAYSIA
= OMAN

© UK
mUSA

W KUWAIT
W ITALY

B OTHERS

Inward remittance was BDT 36,593.20 million in 2017 against BDT 37,757.00 million in 2016.
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Asset Liabllity Management

ASSET LIABILITY MANAGEMENT (ALM)

Asset and Liability Management (ALM) is an integral part of bank management and so, it is essential
to have a planned and systematic process for management of the Balance Sheet. To streamline the
financial discipline, Bangladesh Bank identified 6 (six) Core Risks in Banking which have been
provided below:

Money
Laundering
Risk

Information
Technology
Risk

Asset &
Foreign Liability

Exchange

Management
Risk

Internal Risk
Control &
Compliance
Risk

Among these risks, Asset and Liability Management is a fundamental part in the Balance Sheet
management. Balance Sheet Risk can be categorized into two major types of significant risks which
are liquidity risk and interest rate risk. Change in financial liquidity or interest rates exposures of
Banks leads to the risk of loss, which may threaten the survival of the institution. Increasingly, Asset
and Liability Management has become an integral part of Bank Management. The ALM functions
include mitigating liquidity risk, management of interest rate risk and trading risk management. In
short, ALM is the sum of the financial risk management of any financial institution.

Following risks are typically managed by ALM:
Liquidity Risk

Liquidity may be defined as the capacity of a bank or business entity to meet its current obligations
without incurring unacceptable losses. The fundamental role of bank is the maturity transformation
of short-term deposits (liabilities) into long-term loans (assets) and this makes banks inherently
vulnerable to liquidity risk. The transformation process creates asset and liability maturity
mismatches on a bank's balance sheet that must be actively managed with available liquidity. An
effective and strong liquidity risk management policy will ensure that the bank has sufficient liquid
assets to meet its current obligations without incurring unacceptable losses.
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Asset Liability Management

Pubali Bank Limited has a strong Asset and Liability Management Committee (ALCO). The ALCO is
responsible for balance sheet risk management. Managing the assets and liabilities to ensure
maximum level of structural balance sheet stability and optimum profitability is an important

responsibility of the ALCO.

Close monitoring of liquidity
position

Facilitating and coordinating
balance sheet

The Bank also Incorporates the
following in its in-house liquidity risk
management policy:

% An adequate process for
identifying and controlling risk;

4 The establishment of control

activities, procedures and
information systems;
@ On-going review of adherence to

in-house liquidity risk management
policy, procedures and limits.

The ALCO ensures that monitoring and review task should ideally cover:

‘ Maturity profiles of Assets & Liabilities

. Concentration in sources and application of funds

. Claims and obligations arising from off-balance sheet activities

‘ Credit standing and the capacity and certainty of standby funding sources to meet obligations

|
' The volatility of assets and liabilities

‘ The impact of external and internal disruptions on cash flows and customers

. Impact of adverse trends in market asset quality on future cash flows
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Asset Liability Management

Interest Rate Risk

Interest rate risk is the risk that arises due to adverse movements in interest rates on a bank's
financial condition. Excessive interest rate risk can pose a significant threat to bank’s earnings and
capital base. Sources of interest rate risk are re-pricing risk, yield curve risk, basis risk, optionality risk
etc. Reduced earnings or outright losses due to variation in interest rate can undermine bank's capital
adequacy and reduce market confidence. Even the non-interest income arising from many activities,
such as loan servicing and various assets securitization programs can be highly sensitive to market
interest rates,

We have an effective interest rate risk measurement system that captures all material sources of
interest rate risk (including re-pricing, yield curve and basis risk exposures} and that assesses the
effect of interest rate changes in ways that are consistent with the scope of their activities.

Management Strategy of Gap between Risk Sensitive Assets (RSA) & Risk Sensitive Liabilities (RSL)

GAP Position Risk Possible Management
Response
1. Extend asset maturities or
shorten liability maturities

Positive (RSA>RSL) Losses if interest rates fall
because the net interest margin | 2. Increase interest sensitive
will be reduced. liabilities or reduce interest
sensitive assets
1. Shorten asset maturities or
Negative (RSA<RSL) Losses if interest rates rise extams) kit rranbarition
because the net interest margin 2. Decrease interest sensitive
will be reduced. liabilities or increase interest

sensitive assets

Contingency Funding Plan (CFP)

Since banks have to honor commitments under any circumstances, it is essential to ensure that
enough liquidity is available to meet any crisis situation. Crisis situation may arise due to unexpected
withdrawal of demand/term deposit, liquidity crisis in the market, policy changes by central bank etc.
We have a contingency funding plan keeping in mind that enough liquidity is available to meet the
funding requirements In a liquidity crisis situation.

Liquidity Crisis Monitoring

The management monitors the early warning indicators or triggers to determine in advance If there
are approaching liquidity problems. The following trigger points are used as early warning indicators
to determine the liquidity stress event and to motivate management to take measures in advance.

¢ Lack of Public Confidence

¢ Adverse Stock Price Behavior

4 Non meeting of Commitments to credit Customers

¢ Bangladesh Bank has declined to open the Rediscount/ Repo window at our request
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Asset Liability Management

¢ Call facilities have been declined by the market or a premium over market rates
¢ Consolidated ADR has exceeded 100% for more than 15 days

% More rapid growth rate of loan than deposit

% Rapid growth in potentially volatile liabilities

€ Anincrease in early withdrawal requests from depositors

¢ Withdrawal of core deposits

¢ Lack of counter-party line

% Credit rating downgrades

¢ Increase in overall funding cost and decrease in earnings and interest margin

+ Limited collection from loans

With the assistance and support from ALCO, Treasury of the Bank performs overall liquidity
management. Close monitoring and timely execution of action plan helps overcome the liquidity
crisis without much damage to the Balance Sheet structure and market reputation.
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OUR PRODUCTS & SERVICES

DEPOSIT PRODUCTS

Savings Bank Account

Current Deposit Account

Special Notice Deposit

School Banking Savings Account

Pubali Pension Scheme (PPS)

Puball Sanchay Prokolpo (PSP)

Shikkha Sanchay Prokalpa (SSP)

Fixed Deposit Receipt (FDR)

Digun Sanchay Prokaipa (DSP)

Monthly Profit based Fixed Deposit

Monthly Profit based Small Deposit (Sadhin Sanchay)
Target Based Small Deposit (Swapno Puron)
Patho Shishu Account

LOAN PRODUCTS

Continuous Loans

= Cash Credit

= Secured Over Draft (SOD)

= Pubali Prochesta (Continuous SME)
= Puball Protiva (Common)

Short Term Finance

= Loan against Term Deposits

u PBL Uttshob (Seasonal Business)

m Agri Credits

= Probash Bondhu (For Foreign Remitter)
= Puball Green Prantik

Long Term Finances

= Term Loans

= House Building Loan

= Term Loans to Fls

= Puball Mortgage

= Term Loans for SME

= Puball Protiva (Term)

u Term Loan under direct Green Finance
Work Order/Construction business finances
m Over Draft (Bid Bond)

u Overdraft (Earnest Money)

= Bank Guarantee/ Performance Guarantee
m Over Draft (Work Order)

Consumer Loans

= Personal Loan

m Puball Star (Demand Loan for Professionals)
m Car Loan

= Flat Purchase Loan

= House hold Durable Loan

u Medical Equipment Loan

= Teacher's Loan Scheme

= Non-Resident Credit

= House Renovation Loan

= Education Loan

= Puball Abashon

Our Products & Services

Special SME Loans

= Pyball Suborno

= Pyball Sujon

m Pubali Kormouddug

= Pyball Prochesta (Continuous)

Spedial Agri Credit Program

» Puball Integrated Animal Husbandry &
Biogas Plant Loan

= Pubali Beef Fattening Loan

= Puball Bullock Loan

= Puball Irrigation/Agricultural Equipment Loan

m Pubali Milch Cow/Buffalo Loan

= Puball Poultry Firm Loan

= Agri Credit under concessional rate

Lease Financing
Loan under Re-Finance Scheme

TRADE FINANCE

Import Finance

= Letter of Credit (L/C)

m Loan Against Trust Receipt (LATR)
= Loan Against Import Merchandise (LIM)
Export Finance

= Back to Back Letter of Credit (L/C)
= Packing Credit (PC)

Bills

= Payment Against Document (PAD)
= Foreign Bill Purchase (FBP)

n Inland Bill Purchase (IBP)

Foreign Bank Guarantee

PUBALI CARD
Pubali Debit Card
Pubali Credit Card

SERVICES

ATM Service

Remittance Service

Locker Service

Online Banking

Internet Banking

Pubali Cash (Fund Transfer fadilities for
unbanked people)

TREASURY OPERATION
Money Market
= Inter Bank Call/Over Night Lending & Borrowing
= Term Money lending & Borrowing
u SWAP & DEPO
u Repo/Reverse Repo
Fixed Income & Investment
= Treasury Bills/Bonds to Inter-bank
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Our Products & Services

OUR PRODUCTS & SERVICES

= Term Placement to NBFI

Foreign Exchange & Corporate Sales

= Spot/Forward in USD/BDT

= Spot/Forward in Major Cross Currencies

OFF-SHORE BANKING UNIT (OBU)
= Bill Discounting UPAS

Financing to AD for export bill discounting
Term Loan

ISLAMIC BANKING

Deposit Products

= Al-Wadeeah Current Account

= Mudaraba Savings Account

= Mudaraba SND Account

= Mudaraba Term Deposit

= Mudaraba Deposit Pension Account
= Mudaraba Hajj Sanchay Account
Investment Products

= Bal Muazzal

= Hire Purchase under Shirkatul Melk

(Project Finance, Term Finance, House Building
Finance, Car Finance, Flat Purchase Finance,
House Hold Durabie Finance, Medical
Equipment Finance)

= Bi Istisna
= Murabaha Post Import (TR)
m Quard
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Product & Services of
Pubali Bank Securities Limited
(A subsidiary of Pubali Bank Ltd.)

BROKERAGE SERVICE

= Trade execution (Buy & Sale) through both
DSE and CSE

= Automatic process of IPO subscription without
dient’s presence

m SMS and e-mall services

= Awareness and guidelines for investors

» Confidential DSE & CSE Trading booth

= Large open trading floor

m DSE Mobile/Internet trading facility

MARGIN LOAN
= Margin Loan facllity to the clients with
minimum interest rate

CDBL SERVICES

m BO Accounts Opening & Maintenance (RB,
NRB, Company étc.)

= Dematerialization & Re-Materialization of
Shares

= Pledging, Un-Pledging and Confiscation of
Shares

u All other services as full service DP

PORTFOLIO INVESTMENT
= Maintenance of own portfolio investment
through stock dealing a/c



PUBALI BANK SHARE TRADING STATUS 2017

Share Trading Status

DSE CSE Grand Total
Total Total Turnover Volume
Month | Month | Month Turnaver Total Volume | Month | Month Tumnover Total Volume (I'll) (Number)
Hgh | Low | (mn) | (Number) | High | Low | (mn) | (Number) | DSE&CSE | DSE&CSE
Jan-17 | 3100 2320 21079 7.984,231 | 3000 | 2340 1600 |  595,759.00 226,79 8,579,990
Feb17 | 2730 23.20 125.09 4,824,791 | 26,70 | 23.80 1101 429,105.00 136.10 5,253,896
Mar-17 | 2680 | 2380| 224.20 9,024,359 | 2600 | 2430 19.86 | 789,617.00 24406 9,813,976
Apr-17 | 2540 | 2200| 14008 5980359 | 2460 [ 2240 1195 | 518,705.00 152,03 6,499,064
May-17 | 2400 | 2220 69.06 2988826 | 2350 | 22.00 497 | 21567600 74.04 3,204,502
Jun-17 | 2530 2270 89.73 3,728987 | 2480 2290 391 166,034.00 93.64 3,895,021
Jul17 | 2560 | 2350| 13576 5544847 | 2410| 2350 985 | 400,034.00 145.60 5,944 881
Aug-17 | 2950 | 2380| 1,07155| 39381552 | 29.10| 2400| 12854 | 468236700| 1,20009| 44063913
Sep-17 | 3230 | 2550 | 1458.75| 49478099 | 3140| 26.70| 17873 | 6,153,489.00 | 163747 55,631,588
0a-17 | 3230 | 2600| 76631 25656430 | 3130 2610 7144 | 2441383300 831.75 28,098,363
Now17 | 3300 | 27.20 | 1,021.62| 33,635,090 | 3240 | 2740 5896 | 197783800 108058 35,612,928
Dec17 | 3230 | 2850 | 42329| 14078600 3100 | 2500| 1690| 56315400 44019 14,641,754
DSE PRICE VOLUME CHART OF PBLSHARE 2017
9,000,000 M
8,000,000 &
7,000,000
6,000,000 »
5,000,000 2
4,000,000 2%
3,000,000 s
2,000,000
1,000,000 =
0 v p— ¥ P—— v Po— T yo— v Po——y iy | AREE ; v Y 20
S E 53 F BB EEEEERODEEEERENEREGR G R
'EEEEEEEEEEEEEEEEEEEERERE:
g2 4385883854838 382382336435
EREREI R ERREERER R
B OosePrice © Volume
Market Category : A
Trading Code PUBALIBANK
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Comparative Financial Highlights of PBL

COMPARATIVE FINANCIAL HIGHLIGHTS OF PBL

Particulars

Income Statement
Total revenue
Total expenses
Operating profit
Profit before tax
Profit after tax
Earnings per share

Assets & Liabilities

Total assets

Earning assets

Total loans and advances

Property, plant and equipment

Total deposit

Shareholders’ equity

Capital

Paid up capital

Capital maintained

Risk weighted assets (RWA)

Capital required

CRAR

Share Information

Earnings per share (EPS)

Net assets value per share (NAVPS)
Number of shares

Regulatory Ratio

Cash reserve requirement (CRR)

Statutory liquidity ratio (SLR)

CRAR

Credit deposit Ratio (including OBU)

Asset Quality

Amount of classified loans and advances
Percentage of classified loans and advances
Required provision for loans and advances
Provision maintained for loans and advances
Classified other assets

Classified investment

Total classified assets

2017

27,310.89
18,126.00
8,184.89
4,125.08
1,458.80
153

368,314.62
305,030.55
239,539.60
3,686.86
271,708.96
26,160.31

9,508.04
31,975.20
247,245.80
24,724.58
12.93%

153
27.51
950,803,716

6.47%
15.45%
12.93%

88.16%

20,786.94
8.68%
10,654.72
10,656.23
104.65
5.16
20,896.75
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(BDTin million unless stated otherwise)
Increse/ Change

2016

24,407 68
17,851.21
6,556.47
3,800.03
1,33495
152

320,361.89
260,231.20
203,011.23
3,788.44
247,278,50
25,144 40

8,803.74
26,337.23
234,583.60
23,458.36
11.22%

140
28.56
880,373,812

6.73%
17.86%
11.22%

82,10%

10,921 .46
5.38%
7,179.35
7,679.55
107.09
9.68
11,038.23

{Decrease)

2,903.21
1,274.79
1,628.42
325.05
123.85
0.02

4795273
44,799.35
36,528.37
(101.58)
24,430.46
1,015.91

704.30
5,637.97
12,662.20
1,266.22
1.71%

0.13
(1.05)
70,429,904

0.27%
-241%
1.71%

6.06%

9,865.48
3.30%
3,475.37
2,976.68
(2.44)
(4.52)
9,858.52

{%)

11.89%
7.14%
24.84%
8.55%
9.28%
1.18%

14.97%
17.22%
17.99%
(2.68)%
9.88%
4.04%

0.08
21.41%
5.40%
5.40%
15.24%

9.59%
-3.67%
0.08

-3.94%
13.49%
15.24%

7.38%

90.33%
61.31%
48.41%
38.76%
-2.28%
(46.69)%
89.31%
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Graphical Presentation

GRAPHICAL PRESENTATION
Operating profit Profit after tax
(BDT In Milllon) (8DT in Million)
e AL 7559,80 289529 307013

2017 2016 2015

a
6,556.47 SaEd
I | I 1 458,80 I
2016 2013

Shareholders' equity Earnings per share (EPS)
(BDT in Million) (in BDT)

7616031 25,144.40 457511

T aalli

2017 2016 2015 2014 2017 2015 2015 2014
Return on Shareholders' Fund Net asset value per share (NAPVS)
(inBDT)
282
2017 2014 2016 2015
Paid up capital CRAR / CAR
9,508.04 (BDT in Million)
880374 880374 880374 12.93%
1L87%  1174%  11.73%
838451
I 11.22%
2017 2016 2015 2014 2013 2017 2016 2015 2014 2013
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GRAPHICAL PRESENTATION

Graphical Presentation

Net assets
(BDTin Million)

26,160.31
- 25,144.40 2287511

22,859.38
2017 2016 2015 2014 2013

1

Total assets
(8DTin Million)
386,314.62
320,361.89
285462.25
I
I I 22853377
2017 2016 2015 2014 2013
Return on assets (ROA)
124%
101% 1.01%
040%  042% I I I
2017 2016 2015 2014 2013

Earning & non-earning asset

sais 4160467 o Jgsorin Million)
2014 4751167 o

o A2 233,479.26

2016 60,130,69 260,231.20

i 6328407 e

w Non-earningassets  Earningassets

Interest income & interest expense

) (80T in Million)
I 11,8212

2013 % 1722088

— 12,200.1
2014 ! 1723014

S 11,706.80
015 By 18,481.64

_—
2016 1045864 1760287

— ;
27 LEELE S—

m nterestexpenses  Interestincome

Deposits & Advances
(8DT in Million)

% 17787817
s 14987453
2015 J.73.125.lb"u‘5s

203,011.23

06 "247,27850
239,539.60
2017 271,708.96

®|pansand advances  Deposits

Total revenue & expenses
(80T in Million)

.20
200 %2, o,

1

1854797
25,629.36

2015 .48

2014

2016

ey 27,310.89

ETotalexpenses mTotal Income

Import, Export & Foreign Remittance

38,947.680

1

2013

— 354170
2 ———— 37.515.50
_ 3,807.00
e —— T 17 3
2015 112,56430
1 37,757.00
i M 121,852.00

2017 127.50

57,380.40

141,570.20
W Foreign remittance  Export mimport
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Key Finanicial Information

KEY FINANCIAL INFORMATION

(BDT in milllon unless stated otherwise)

Asset Quality
Required provision for contingent liabilities 91099 730,09 545,02 47538 457.38
Provision maintained for contingent liabilities 91130 73080 546.80 476.80 464.30
Current assets 209,949.36 166,945 84 162,209.93 145,461.32 139,407.49
Current ligbllities 18347189 147,20995 14255302 130,756.89 120,550.70
Net current assets 26477 A7 19,735.8% 19,656.51 14,704.43 18,856.79
Long term liabilities 158,68242 14800754 11803412 94,770.23 87,677.57
Long term liabilities/current liabilities 0.86 101 0.83 0.72 0.73
Foreign Exchange Business
Import 141,670.20 121,85200 112,564.30 97,516.90 97,380.40
Export 96,127.50 86,764.10 85,74040 77,071.30 69,484 40
Foreign remittance 36,593.00 37,757.00 43,807.00 43,541.70 38,947.60
Financial Ratlos
Operating profit ratio 29.97% 26.86% 2861% 27.63% 30.96%
Gross profitratio 29.97% 26.86% 28.61% 27.63% 30.96%
Operating profit as a percentage of average working fund  30.91% 33,22% 37.31% 48.16% 40.09%
Return on assets (ROA) 0.40% 042% 1.01% 1.24% 1.01%
Return on equity {ROE) 5.58% 531% 11.64% 13.43% 11.35%
Return on investment (RO1) 558% 531% 11.64% 1343% 11.35%
Return on loans & advances 0.61% 0.66% 1.67% 2.05% 1.68%
Return on working fund 551% 6.76% 14.73% 2088% 12.23%
Return on earning assets 0.48% 051% 1.24% 153% 1.23%
Dperating profit per employee 1.07 091 1.04 0393 117
Net profit per employee 0.19 0.1% 041 0.40 0.36
Operating profit per branch 17.60 1447 16.52 16.32 17.87
Net interest margin as a percentage of working fund 289.77% 36.20% 34.47% 34.23% 28.63%
Netinterest margin on earning assets 258% 2.75% 2.90% 2.351% 2.89%
Efficiency ratio 029 030 0.26 025 021
Burden ratio 1.38% 154% 1.35% 159% 1.20%
Cost of deposit 410% 4.23% 5.21% 6.32% 6.65%
Yield on loans and advances 7.94% B.67% 10.68% 1149% 12.58%
Interest spread 3.84% 4.44% 5.47% 517% 593%
Cost of fund 742% 7.68% 8.75% 9.74% 10.17%
Net spread 0.52% 0.99% 1.93% 1.75% 2.41%
Cost to Income ratio 70.03% 73.14% 71.39% 7237% 69.04%
Debt equity ratio (times) 13.08 1174 1048 9.87 10.25
Current ratio (times) 114 113 114 111 116
Net asset value per share (NAPVS) ( in BOT) 2751 2856 28.26 2597 2422
Earnings per share (EPS} [ in BDT) 153 140 3.29 349 2.62
CRAR/ CAR 1293% 11.22% 11.87% 11.74% 11.73%
Credit deposit ratio (including O8U) 88.16% 82.10% 77.01% 77.67% 76.99%
Cash reserve ratio/Uquidity ratio 6.47% 6.73% 7.38% 6.65% 6.53%
Statutory liquidity ratio {SLR) 15.45% 17.86% 24.30% 22.12% 24.04%
Medium term funding ratio (MTFR) 1.00 096 0.96 092 0.98
Shares information Matrix
Number of shares 950,803,716 880,373,812 880,373,812 880,373,812 838,451,250
Earnings per share (EPS) [ in BDT) 153 140 329 349 2.62
Net asset value per share (NAPVS) ( in BOT) 2751 2856 28.26 2597 24.22
Market price per share 3040 2400 21.60 2550 32.50
- 5.00 12.00 10,00 5.00
10.00 8.00 - - 5.00
465 453 444 434 423
7652 7,204 7,086 7,645 6472
30 31 32 30 30
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Key Financial Information

KEY FINANCIAL INFORMATION

(BDT in milllon unless stated otherwise)

Balance Sheet Matrix
Authorized capital 20,000 20,000 20,000 20,000 20,000
Paid up capital 9,508.04 8,803.74 8,803.74 8,803.74 8,384 .51
Reserve fund & surplus 16,652.27 16,340.67 16,071.38 14,055.64 11,920.99
Total shareholders' equity 26,160.31 25,144 40 24,875.11 22,859.38 20,305.50
Capital employed 18484273  173,15194 14290923 11762961 107,983.07
Deposits 271,70896 24727850 22480859 193,090.24 177 878,17
Loans and advances 239,535.60 203,011.23 173,12542 149,97453 136,940.46
Investments 53,527.20 48,865.75 57,881.68 48,970.73 4867892
Property, plant & eguipment (Fixed Assets) 3,686.86 3,788.44 3917.77 4,02458 3,735.99
Total assets 368,314.62 320,361.89 285,462.25 248,386.50 228,533.77
Total off balance sheet exposures 91,098.63 73,008.51 54,502.19 47,53841 45,738.25
Earning assets 305,03055 260,231.20 233,47%.26 200,874.83 186,925.10
Non-earning assets 63,284.07 60,130.69 51,982.99 47,511.67 41,604.67
Net Assets 26,160.31 25,144.40 24 875.11 22,85938 20,305.50
income Statement Matrix
Interest Income 19,016.97 17,602.87 18,481.64 17,234.14 17,220.88
Investment Income 5,383,56 4,35488 4,409.76 5,987.81 4,899.69
Non-interest income 2,91036 2,44593 2,746.19 240741 2,297 42
Total iIncome 27,310.89 24,407.68 25,637.59 25,629.36 24,418.00
Interest expenses 11,135.62 10,458.64 11,706.80 12,200.11 11,821.24
Non-interest expenses 7,990.38 7,392.57 6,596.68 6,347 .86 5,036.96
Total expenses 19,126.00 1785121 18,303.48 18,54797 16,858.20
Net interest margin (NIM) 7,881.35 7,144 .23 6,774.84 5,034.03 5.399.64
Net non-interest margin 303.54 (587.76) 559.27 2,047.36 2,160.15
Operating profit 8,184.89 6,556.47 733411 7,08139 7,559.80
Earnings before provision, depreciation and tax 8,576.23 6,910.19 7,696.00 7,327.09 7.805.50
Profit before provision & tax 8,184.89 65,556.47 733411 7.081.39 7.559.80
Profit before tax 4,125.08 3,800.03 6,038.46 6,14350 5,386.79
Net profit after tax 1,458.80 1,334.95 2,895.29 3,07013 2,305.54
|Capital Matrix
Risk weighted assets (RWA) 247,24580 23458360 210,225.10 199,636.70 179,692.00
Total required capital 24,724.58 23,A58.36 2102251 19,964.00 17,969.00
Total regulatory capital maintained 31,975.20 26,337.23 24948.42 2343469 21,083.00
Capital surplus/(shortfall) 7,250.62 287887 392591 3A71.00 3,114.00
CRAR/(CAR) 12.93% 11.22% 11.87% 11.74% 11.73%
Core capital ratio 9.38% 5.46% 10.22% 9.97% 9.60%!
Supplementary capital ratio 355% 1,76% 1.65% 1.77% 2.14%
Amount of core capital (Tier-1) 23,203.95 22,198.16 21,481.54 19,895.00 17,244.00
Amount of supplementary capital (Tier-2) 8,771.25 4,139.07 3,466.88 3,540,00 3,839.00
Asset Quality
Classified loans & advances (Non-performingloans)  20,786.94 10,921.46 9,218.42 9,377.59 8,136.10
Percentage of NPLs to total loans and 2dvances 8.68% 538% 5.32% 6.25% 5.94%
Required provision for unclassified loans 2,312.03 2,136.79 1,796.78 145420 1,385.50
Required provision for classified loans 8,342.69 5,042.57 3,757.70 3,968.96 489596
Total required provision for loans and advances 10,654.72 7,17935 5,554.48 542316 6,281.46
Total provision maintained for loans and advances 10,656.23 7,679.55 557493 5,539.66 6,282.91
Provision excess/{shortfall) for loans and advances 152 50020 2045 11650 145
General provision maintalned 2,312.03 2,636.99 1,796.78 145420 138550
Specific provision maintained 8,344.20 5,042.57 3,778.15 4,085.46 489741
|Classified nvestment 5.16 968 10.76 6.69 6.73
Provision meintained for ciassified investment 23.75 23.75 23.75 18.75 18.75
Classified other assets 104,65 107.09 102,01 77.68 69.51
Provision maintained for other assets 296.56 25543 220.24 190.05 162.19
Total classified assets 20,896.75 11,038.23 933119 946196 8,212.34
Total unclassified assets 347,417.87 309,32366 276,131.06 23892454 220,321.43
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Horizontal & Vertical Analysis

HORIZONTAL & VERTICAL ANALYSIS

Operating performance
(BDT in million unless stated otherwise)
Particular 2017 2016 2015 2014 2013
Total revenue 2731089 2440768 25,63759 2562936 24,418.00
Interest expenses 11,13562 1045864 11,70680 12,200.11 11,821.24
Administrative & other expenses 799038 7,39257 6,596.68 6,347.86 5,036.96
Operating profit 8,18489 6,556.47 7,33411 7,08139 7,559.80
Provisions excluding tax 405981 2,75644 1,295.65 898.12 2,173.01
Profit before tax 412508 380003 6,03846 6,14350 5386.79
Provision for tax 266628 246508 3,143.17 3,073.37 3,081.25
Profit after tax 145880 1,33485 2,89529 3,07013 2,30554
Reserve fund 210.00 - 90000 1,228.70 1,077.36
Retained earnings 124880 1,33485 199529 184143 1,228.18
EPS 1.53 140 3.29 349 2.62

Operating Performance

o0 |
o |
o5 QEEE O
o I O

o NN DO

0% 10%  20% 2 30% @ 40% @ S0% 2 60% 2 0% @ 80% @ S0% @ 100%

® Retained eamings Reserve fund m Profit after tax
m Profit before tax w EPS u Provisions excluding tax
i Provision for tax » Operating profit » Administrative & other expenses
» Interest expenses u Total revenue
Operating Performance

® Total revenue

2013 Il e N Interest expenses

B Administrative & other expenses

EEOVEECEE ¢ Overtineprofe

B Provislons excluding tax
2015 BN " b =

* Provision for tax
2016 HEE EmE ™ Proftafter tax

Reserve fund

B | = Retined samings

W EPS

2 1 2 Pubali Bank Limited | Annual Report 2017




Horizontal & Vertical Analysis

HORIZONTAL & VERTICAL ANALYSIS

Balance Sheet (BOTin million unless stated otherwise)
Particular 2017 2016 2015 2014 2013
Cashin hand 3,643.11 361283 283488 3,607.70 4,186.60
Balance with Bangladesh Bank and its agent bank 19,174 68 17,501.64 1854210 16,345.81 15,312 86
Balance with other banks and F's 12,503.22 9,033.36 222269 232943 156637
Money at call on short notice 1129 551.29 935.29 98829 568.89
Investments 53,527.20 48,865.75 57,881.68 48,970.73 48,678.92
Loans and advances 23953960 20301123 173,12542 14997453 13694046
Fixed assets 3,686.86 378844 3917.77 402458 3,735.99
Other assefs 3582829 33,996.97 26,002.05 22,14507 17,54331
Total Assets 36831462 32036189 28546225 24838650  228533.77
Balance Sheet Analysis
O 2013
- 2014
li i { 2015
. 2016
1IN 2017
0% 5% 10% 15% 20% 25% 30%
 Total shareholders' equity W Net current assets
® Property, plant & equipment (Fixed Assets) Current liabilities
Balance Sheet
® Cash in hand
2013
# Balance with Bangladesh Bank
and its agent ban
2014 » Balance with other banks and FA's
2015 * Money at call on short notice
¥ Investments
2016 ® Loans and advances
» Fixed assets
2017 = Other assets
¥ Total Assets
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Profitability, Dividend, Performance And Liquidity Ratios

PROFITABILITY, DIVIDEND, PERFORMANCE AND

LIQUIDITY RATIOS
Gross proﬂt ratio Eamings before provision, depreciation and tax
(8DT In Million)
8,576.23 e
29.97% i 691019 6% 53700
B 6%
] 1 I I I I
2017 2016 2015 2014 2013 2017 2015 2013
Current ratio (times) Return on Capital employed
261%
116 2.14%
134
I I l 0.79% 0.77% I
2017 2016 014 2013 2017 2015 2013
Return on equity (ROE) Debt equity ratio (times)
{BOT in Million)
1508 11.74
33509 11.35%
5.58% sms I I I I
2017 2014 2013 2017 2016 2015

Cost to income ratio

73.14%
———r, 71.39%
I saom

2017 2016 2015 2014

Efficiency ratio

026 035
I I 021
2015 2014 2013

029 i
2017 2016
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Value Added Statement

VALUE ADDED STATEMENT

for the year ended 31 December 2017

The value added statement provides a detailed account of total value addition and the distribution of the
value created by the organization. Pubali Bank Limited contributes positively to socio-economic
development by empowering employees through the payment of salaries and allowances; by paying
attractive and consistent dividend to the providers of capital; by assisting the regulatory capacities through
paying taxes and of course keeping in mind company's continuous expansion and growth,

Figures in BDT
2017 016
Portulors Amount % Amount %
Value added
Net interest income 7,881,349 891 48.72 7,144,239.29 5122
Commission, exchange and brokerage, etc. 1,674,574 422 1035 1401477 386 1005
Investment Income 5,383,560,297 3328 4,354 878,450 in
Other operating income _1,235,786546 764 1048449896 752
Sub-total (a) 16,175,271,256 100.00 13945045023  100.00
Cost of service rendered {40.75) {2,599,821,711) (48.54)
mwlum.bmmmeIm_LMI_@_L _(2,756438,526) ({S1.46)
Sub-total (b} __(6852,141060)  (100.00] _ (5356,260,237) {100.00)
Total Value added by the bank (a-b) 9&.&& IMM
Distribution of value added
Employees
As salaries and sllowances 4,652,783 416 9N 4,232 809,846 4926
Provider of Capital
Shareholders 1,248,802, 052 1338 1334954548 1553
Government
Corportate tax 2,714,680,183 2,519,350,551
Deferred tax (48,414,419) (454,271,132)
2,666,275,770 2860 2465079419 2869
Expansion and business growth
Statutory reserve 210,000,000 225 - -
Depreciation and repair of bank's assets 545,268,958 5.85 539940873 652
Total distribution 9,323,130,196 100,00 B,592,784,786  100.00
Market Value Added Statement
Market Value Added Statement

Unlike EVA, which measures internal performance, market value added (MVA) is a measure of
external performance that indicate how the market has evaluated the company's performance in
terms of market value of shares compared to book value of shares. MVA is the difference between
the market value of equity of the bank(s) and the book value of equity invested in the bank. A
positive MVA Indicates that the bank could add value to shareholders wealth, The following
statement indicates the MVA at the year ended on 31 December 2017 and 2016 :

Figures in million Taka
Particulars 17 am6
* Marketvalue of shares Market value of shares outstanding 28,904.43 21,128.97
Bookvalue of shares Book value of shares outstanding 9,508.04 8,803.74
B VR R Market value added 19,396.40 123553
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Economic Value Added Statement

ECONOMIC VALUE ADDED STATEMENT (EVA)

for the year ended 31 December 2017

Economic value added (EVA) is the financial performance measure that attempts to measure the true
economic profit of an organization. It provides a measurement of the bank(s) economic success (or failure
) over a period of time. Such a metric is useful for investors who wish to determine how well the bank has
added value for its investors and it can be compared against bank(s) peers for a quick analysis of how well
the bank is operating in its industry. Economic value added is calculated by taking the bank(s) net profit
after tax, adding with it, the amount of provision charged against profit to absorb the losses inherent in

the investments. EVA is calculated as under :

EVA=( NPAT - Cost of average equity)
NPAT

NPAT is the net profit after tax plus the provision for doubtful losses charged against profit.

Equity

Shareholders' equity Is the total amount of equity the year end plus accumulated provision charged agalnst profit for

doubtful losses.

Cost of equity

It Is the opportunity cost |.e. the expected risk from return on Investment, plus a risk premium. Interest on Syears

Bangladesh Government Sanchaya Patra plus 1% risk premium has been assumed to be the cost of equity,

The following table indicates the EVA for the year from 2014 to 2017 :

Economic Value odded analysls Figures in BDT
For the year ended 2007 2016 2015 2,014
Shareholders' equity at year end 26,160,605,969 25,144 403,319 24,875,113 452 22,859,377,335
Add : Accumulated provision for

loans,investments & Off B/S items etc. 11,887,847,512 8,689,531,434 6,365,717,523 6,225,758,582

Total 38,048,453, 481 33,833,934,753 31,240,830,575 29,085,135,917

Average shareholders' equity 35,941,194,117 32,537,382,864 30,162,983,446 28,159,392,952
Cost of equity (%) 12.28% 12.28% 12.28% 13.20%
Economic Value Added 1,105,034,414 95,802,458 486,925,138 251,210,610
Net profit after tax (before provision) 5,518,613,052 4,091,393,074 4,190,939,505 3,968,250,480
Less : Cost of equity 4,413,578,638 3,995,590,616 3,704,014,367 3,717,039,870
Total operating income 16,175,271,256 13,949,045,023 13,930,787,851 13,429,253,429
Net profit after tax 1,458,802,052 1,334,954,548 2,895,287,053 3,070,130,480
Key ratios
EVA/Total operating Income (%) 6.83 0.69 3,50 187
EVA/Average shareholders’ equity (%) 3.07 0.29 161 0.89
Net profit after tax/Total operating income (%) 9.02 9.57 20.78 22.86

By e Lo

W2017 Wm2016 2015 w2014 = 2017 w2016 2015w 2014 w2017 w2016 © 2015 »2014 Net profit aftar
Economic Vakie Added EVA/Total operating EVA/Aversge tax/Total operating
{in Million) Incame (%) harehalihry’ ity 05} incoma (%)
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28 March 2018

The Board of Directors
Pubali Bank Limited

26, Dilkusha Commercial Arca
Dhaka-1000

SUB: CEO and CFO's declaration to the Board

In terms of the notification of Bangladesh Securities and Exchange Commission no.
SEC/CMRRCD/2006-158/134/Admin/44 of 7 August 2012 we declare that for the
financial year ended 31 December 2017:

i) We have reviewed financial statements for the year and that to the best of our
knowledge and belief:

a) these statements do not contain any materially untrue statement or omit any
material fact or contain statements that might be misleading;

b) these statements together present a true and fair view of the company's affairs
and are in compliance with existing accounting standards and applicable laws.

ii) There are, to the best of knowledge and belief, no transactions entered into by the
Bank during the year which are fraudulent, illegal or violation of the Bank's code of

conduct.
GV
Mohammad/ Liton Miah FCA Md. Abdul Halim Chowdhury
Deputy Manager & CFO Managing Director & CEO
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Auditors' Report

Hoda Vasi Chowdhury & Co. S. F. Ahmed & Co.

Chartered Accountants Chartered Accountants

BTMC Bhaban House No. 51 (2nd & 3rd fioor)

7-9 Karwan Bazar Road No. 9, Block-F, Banani

Dhaka-1215 Dhaka-1213
AUDITORS' REPORT

TO THE SHAREHOLDERS OF PUBALI BANK LIMITED

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of PubaliBank Limited and its
subsidiary(the "Group") as well as the separate financial statements of Pubali Bank Limited (the "Bank"),which
comprise the consolidated and separate balance sheetsas at 31December 2017, and the consolidated and
separate profit and loss accounts, consolidated and separate statements of changes in equity and consolidated
and separate cash flow statementsfor the year then ended, and a summary of significant accounting policies
and other explanatory information.

Management's Responsibiiity for the Financial Statements and Internal Controls

Management is responsible for the preparation of consolidated financial statements of the Group and also
separate financial statements of the Bank that give a true and fair view in accordance with Bangladesh Financial
Reporting Standards as explained in note 2 and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements of the Group and also separate
financial statements of the Bank that are free from material misstatement, whether due to fraud or error. The
Bank Company Act, 1991 and the Bangladesh Bank regulations require the Management to ensure effective
internal audit, internal control and risk management functions of the Bank. The Management is also required to
make a self-assessment on the effectiveness of anti-fraud Internal controls and report to Bangladesh Bank on
instances of fraud and forgeries.

Auditor's Responsibility

Our responsibility is to express an opinion on these consolidated financial statements of the Group and the
separate financial statements of the Bank based on our audit. We conducted our audit in accordance with
Bangladesh Standards on Auditing. These standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the consolidated financial statements of
the Group and separate financial statements of the Bank are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements of the Group and separate financial statements of the Bank. The procedures
selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of
the consolidated financial statements of the Group and separate financial statements of the Bank, whether due
to fraud or error. In making these risk assessments, the auditor considers internal control relevant to the entity's
preparation of consolidated financial statements of the Group and separate financial statements of the Bank
that give a true and fair view in order to design audit procedures that are appropriate in the circumstances. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements of the Group and also separate financial statements of the Bank.

We believe that the audit evidence we have obtained Is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the consolidated financial statements of the Group and also separate financial statements of the
Bank give a true and fair view of the consolidated financlal position of theGroup and the separate financial
position of the Bankas at 31 December 2017, and of its consolidated and separate financial performance and its
consolidated and separate cash flows for the year then ended in accordance with Bangladesh Financial
Reporting Standardsas explained in note 2.
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Auditors' Report

Report on Other Legal and Regulatory Requiremeants

In accordance with the Companies Act 1994, Securities and Exchange Rules 1987, the Bank Company Act, 1991
and the rules and regulations issued by Bangladesh Bank, we also report the following:

(a) we have obtained all the information and explanation which to the best of our knowledge and belief
were necessary for the purpose of our audit and made due verification thereof;

(b) to the extent noted during the course of our audit work performed on the basis stated under the
Auditor's Responsibility section in forming the above opinion on the consolidated financial
statements of the Group and the separate financial statements of the Bank and considering the
reports of the Management to Bangladesh Bank on anti-fraud Internal controls and Instances of fraud
and forgeries as stated under the Management's Rasponsibility for the Financial Statements and
internal Controls:

i) Internal audit, internal control and risk management arrangements of the Group and the Bank, as
disclosed In note#f 2.16 of the financlal statements, appeared to be materially adequate;

) nothing has come to our attention regarding material instances of forgery or Irregularity or
administrative error and exception or anything detrimental committed by employees of the Bank
and its related entities other than matters disclosed in note# 2.17 of these financial statements;

(c} financial statements of a subsidiary, Pubali Bank Securities Limited, of the Bank have been audited by
K.M.Hasan& Co., Chartered Accountants and have been properly reflected In the consolidated
financial statements;

(d) in our opinion, proper books of accounts as required by law have been kept by the Group and the
Bank so far as it appeared from our @amination of those books;

(e) the consolidated balance sheet and consolidated profit and loss accountof the Group and the
separate balance sheet and separate profit and loss account of the Bank dealt with by the report are
in agreement with the books of account;

(f) the expenditure incurred was for the purposes of the Bank's business;

(g) the consolidated financial statements of the Group and the separate financial statements of the Bank
have been drawn up in conformity with prevailing rules, regulations and accounting standards as well
as with related guldance Issued by Bangladesh Bank;

(h) as per approval of Bangladesh Bank stated In note 7.11, adequate provisions have been made for
loans and advances which are, in our opinion, doubtful of recovery;

(i) the records and statements submitted by the branches have been properly maintasined and
consolidated in the financial statements;

(j) the information and explanation required by us have been received and found satisfactory; and

(k) we have reviewed over 80% of the risk weighted assets of the Bank and we have spent around 7,860
person hours for the audit of the books and accounts of the Bank.

R da N\ by O\ . W

Hoda Vasl Chowdhury & Co. S. F. Ahmed & Co.
Chartered Accountants Chartered Accountants
Dhaka, 29 March 2018
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Financial Statements

Consolidated Balance Sheet as at 31 December 2017

PROPERTY AND ASSETS

Cash

Cash in hand ( Including foreign currencles )
Balance with Bangladesh Bank and its agent Bank (s)
( Including foreign currencies )

Balance with other Banks and Financial Institutions
In Bangladesh
Outside Bangladesh

Money at Call on Short Notice

Investments
Government
Others

Loans, Advances and Leases
Loans, cash credits and overdrafts, etc,
Bills purchased & discounted

Fixed Assets including Premises, Furniture & Fixtures

Other Assets
Non-Banking Assets

Total Assets

LIABILITIES AND CAPITAL

Liabilities
Borrowings from other Banks, Financial Institutions & Agents
Subordinated bond

Deposits and other Accounts
Current accounts & other accounts
Bills payable

Savings bank deposits

Term deposits

Other deposits

Other Liabllities

Total Liabllities

Capital / Shareholders’ Equity

Paid up capital

Statutory reserve

Retained earnings (general reserve)
Other reserves

Profit and Loss account surplus

Nan-controlling interest

Total Shareholders' Equity
Total Liabilities and Shareholders’ Equity

Pubali Bank Limited | Annual Report 2017
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3(a)

4(a)

6{a)

71{a)

8(a)

9 (a)

1
12

13 {a)

14 (a)

15.2
16

17 (a)
18 {a)
19 (a)

2017 2016
Taka Taka
Restated
22,817,790,448 21,114,474,598
3,643,109,729 3,612,831,120
19,174,680,719 17,501,643,478
12,903,217,937 9,033,361,643
11,952,460,323 7,802,936,535
950,757,614 1,230,425,108
11,286,667 551,286,667
59,621,118,393 55,004,797,463
35,243,859,418 36,564,053,849
24,377,258,975 18,440,743,614
240,148,607,766 203,610,060,471
228,211,262,961 195,338,887,390
11,937,344,805 8,271,173,081
3:‘“0“5”’- &,m
28,993,216,456 27,507,133,303
375,246 375,246
e et LT
18,099,362,651 6,305,389,705
5,000,000,000 -

270,603,690,454 246,906,170,427
34,087,307,863 28,815,286,575
9,757,892,778 12,240,637,725
70,060,109,522 62,201,794,370
151,443,126,189 138,347,967,344
5,255,254,102 5,300,484,413
48,694,110,335 42,967,100,475
342,397,163,440 296,179,260,607
9,508,037,160 8,803,738,120
9,510,249,482 9,300,249,482
3,825,289,771 3,382,630,056
2,943,528,160 2,946,240,656
25,787,104,573 24,432,858,314
801 679
25,787,105,374 24,432,858,993
368,184,268,814 320,612,119,600




Financial Statements

Consolidated Balance Sheet as at 31 December 2017

2017 2016
OFF-BALANCE SHEET ITEMS Note Toks Toka
Contingent Liabllities
Acceptances & Endorsements
Letters of guarantee 21 11,338,890,478 9,039,954,197
Irrevocable letters of credit 67,861,025,606 58,770,791,207
Bills for collection 10,202,171,342 4,125,546,631
Other contingent liabilities 1,696,542,422 1,072,217,186
Total 91,098,629,848 73,008,508,221
Other Commitments
Documentary credits and short term trade related transactions - -
Forward assets purchased and forward deposits placed - -
Undrawn note issuance and revolving underwriting facilities - -
Undrawn formal standby facilities, credit lines and other commitments - -
Total - -
Total Ofi-Balance Sheet Items Induding contingent llabliities 91,098,629,848 73,008,509,221

These financial statements should be read In conjunction with the annexed notes

Gty - LS7 Gl

Md. Abdul Halim Chowdhury Aztmrkaum Md. Abdur Razzak Mondal Habibur Rahman
Managing Director Director Chairman
Signed as per annexed report on even date

HQ éq\_A\f‘ —\\\ " W

Hoda Vasi Chowdhury & CO. S.F. AHMED & CO.
Chartered Accountants Chartered Accountants
Dated, Dhaka
March 29, 2018

Puball Bank Umited | Annual Report 2017 221




Financial Statements

Consolidated Profit & Loss Account for the year ended 31 December 2017

2017 2016
Notes Taka Taka
Operating Income
Interest Income 22(a) "19,050,006,860 17,625,672,255
Interest pald on deposits, borrowings, etc. 23 |_(11,135,619,332)| gw.&ss,ssz,azs?
Net Interest Income
Investment income 24 (a) [ 5,779,350,124 | 4,506,579,587
Commission, exchange and brokerage 25(a) 1,735,228,966 1,447 405,594
Other operating income 26 (a) 1,245,348,178 1,054,096,752
Total Operating Income ~ 16,678,314,796  14,175,121,363
Operating Expenses
Salarles and allowances 27(a) [ 4671421880 |[ 4,245,573,508 |
Rent, taxes, insurance, electricity, etc. 28 (a) 768,264,087 654,434,348
Legal expenses 29 {a) 19,624,035 16,836,223
Postage, stamp, telecommunication, etc, 30 (a) 83,470,720 76,657,374
Stationery, printing, advertisements, etc, 31(a) 145,562,607 119,406,187
Managing Director's salary and fees 32 10,500,000 10,500,000
Directors’ fees 33 (a) 8,086,862 8,614,616
Auditors’ fees 34 (a) 2,203,016 1,463,750
Charges on loan losses 55,388,623 -
Depreciation and repair of bank's assets 35 (a) 546,503,427 561,604,295
Other expenses 36 (a) 1,723,139,541 1,740,096,001
Total Operating Expenses —B,034,164,408 _7,439,186,302.
Profit/{Loss) before Provision 8,640,150,388 6,735,935,061
Provision for Loans, Advances, Investments and other Assets 37 (a)
Provision for classifled loans and advances ‘ B
Provision for unclassified loans and advances - 840,208,991
Provision for diminution in value of Investments - 59,349,859
Provision for impairment clients' margin loan 40,145,837 18,453,446
Provision for bad debt offsetting 4,311,000 646,000
3,919,456,837 2,650,251,831
Provision for exposure of off-balance sheet items 38 180,500,000 184,000,000
Total Provistion T 4,009,956,837
Total Profit/{Loss) before Taxes T 4,580,193,551 __ 3,901,683,230
Provision for current tax 14.5(a) ~ 2,788,123957
Provision for deferred tax 14.5.1 {(a) 45,076 452,774,581
Total Provision for Taxes 7
Net Profit after Taxation 1,79
Profit Attributable to
Equity holders of parents [ 1797,345,661 |
Non- controlling Interest 122 21
g e
Statutory reserve ,
Retained surplus (general reserve) carried forward 1,587,145,783 1,394,024,496
Earnings Per Share { EPS ) D'l::d 45 (a) 1:_9_ i._
A d

These financlal statements should be read In conjunction with the annexed notes

Gttty W Lo Glbm

Md. Abdul Halim Chowdhury Azlerﬂtman Md.AbduRmkw Habibur Rahman
Managing Director Chairman
He da AN Signed as per annexed report on even date " S—
Hoda Vasi Chowdhury & CO,
Chartered Accountants S.F. AHMED & CO,
Dated, Dhaka Chartered Accountants
March 29, 2018
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Financlal Statements

Consolldated Cash Flow Statement for the year ended 31 December 2017

2017 2016
Notes Taka Taka
a Cash flows from Operating Activities
Interest recelpts In cash 24,024,536,675 21,437,774 583
Interest payments {11,019,409,005; (10,246,411,738
Dividend recelpts 451,694,878 457,481,437
Fees and commission recelpts 1,172,107,754 971,001,544
Recoveries of loans previously written off 133,727,023 -
Cash payment to employees (4,681,921,4 (4,260,073,508
Cash payment to suppliers (245,882,388, (212,952,010,
Current income tax paid (2,643,451,5 {2,759,337,
Receipts from other operating activities 39(a) 1,911,657,471 1,555,275,537
Cash payments for other operating activities 40 (a) (2,711,017,236 {2,612,440,598
Operating Profit before changes in Operating Assets & Liabilities §,388,041,606 4,330,317,550
Increase/ {Decrease) in Operating Assets and Liabilities J
Statutory deposits 1,318,887,031 10,581,044,308
Purchase/sale of trading securities (5,936,515,36 (4,617,455,2
Loans and advances to customers (other than banks) {36,538,547,255 (29,785,826,935
Other assets 41 (a) 643,930,531 (322,565,053
Deposits to/from other banks 11,793,372,946 3,762,435,457
Deposits from customers (other than banks) 24,430,459,638 22,469,.913,155
Other liabllities account of customers (1,555,014,609; 289,500,087
Other liabilities 42 (a) 952,457,756 554,906,783
Total Increase/ (Dacrease) In Operating Assets and Liabllities (4,890,969,363) 2,927,952,546
Net Cash from/{used In) Operating Activities 1,497,072,243 7,258,270,096
b Cash flows from Investing Activitles
Purchase /Sale of property, plant & equipment [ (289,368,486)( |  (223,608,534))
Net Cash from/{used in) Investing Activities (289,368,486) (223,608,534)
¢ Cash flows from Financing Activities
Payment for redemption of loan capital and debt security (2,712,496 (9,216,107)
Receipts from Issue of Subordinated bond 5,000,000,000 -
Dividend Paid (440,186,906 {1,056,448,574
Net Cash from/{used in) Financing Activities 4,557,100,598 {1,085,664,681)
d Net Increase/ (Decrease) in Cash and Cash equivalents (a+b+c) 5,764,804,355 5,968,996,881
e Cash and Cash equivalents at beginning period 31,084,907,665 25,115,510,784
f Cash and Cash equivalents at end of period (d+e) 43 (a) 36,849,712,020 31,084,907,665
These finandal statements should be read in conjunction with the annexed notes
Gy U Do b
Md, Abdul Halim Chowdhury Mmrkhman mmmm Habibur Rahman
Managing Director Chairman
Signed as per annexed report on even date
Dated, Dhaka
March 29, 2018
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Consolidated Statement of Changes in Equity for the year ended 31 December 2017

{Figures In Taka)
Paid-up Statutory Retsined eamings Other Non-
Particulars I | I ) parent's equity I Total
For the year 2017
Balance as at 1 January 2017 8,803,738,120 9,300243482 3,382,630,056 2946240656  24,432,858,314 679  24,432858,9%3
Changes in accounting policy - - - . - "
Restated balance 8,803,738,120 5,300,249 482 3,382,630,056 2,945240,656  24,432,858,314 679 2443285899
Surplus/deficit on account of revaluation of properties .
Adjustment of fast year galn on Investment - - - 25,465,120 25,465,120 25A65,120
Surplus/Deficit on account of revaluation of investments - - - {33,682,465) {33,682,485) (33,682,465)
Currency translation differences - - 5,504,849 5,504,849 5,504,849
Net gains and losses not recognised in the Profit end Loss statement - - - - = .
Transfer regarding revaluation reserve on sale of properties - - - "
Non-controlling capital - - - .
Net profit for the year - - 1,587,145,661 1567,145 661 122 1587,045, 7183
Transfer to statutory reserve - 210,000,000 - 210,000,000 210,000,000
Issue of bonus shares - 2016 704,299,040 - {704,299,040) - .
Proposed dividend (bonus lssue) - - - .
Dividends {cash) for 2016 - - {440, .
Balance as at 31 December 2017 9,508,037,160 9510249482 3,825,289,771 2,943,528,160  25,787,104,573 801 25,797,105 374
Balanca as at 31 Decambar 2016 8,803,738,120 5,300,245,482 3,342,630,056 2,546,240,656  24,432,858,314 679 24,432,858,993
= - p.S- el b,
Md. Abdul Hallm Chowdhury Aztzur Rahman Md. Abdur Razzak Mondal Hablbur Rahman
Managing Director Director Director Chalrman
Dated, Dhaka Signed as per annexed report on even date

March 29, 2018
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Balance Sheet as at 31 December 2017

PROPERTY AND ASSETS

Cash

Cash in hand ( Including foreign currencies )
Balance with Bangladesh Bank and its agent Bank (s)

(Including foreign currencies )

Balance with Other Banks and Financial Institutions

In Bangladesh
Outside Bangladesh

Money at Call on Short Notice

Investments
Government
Others

Loans, Advances and Leases
Loans, cash credits and overdrafts, etc.
Bills purchased and discounted

Fixed Assets including Premises, Furniture & Fixtures

Other Assets
Non-banking Assets

Total Assets

LIABILITIES AND CAPITAL
Liabilities

Borrowings From Other Banks, Financial Institutions & Agents

Subordinated bond

Deposits and Other Accounts
Current accounts & other accounts
Bills payable

Savings bank deposits

Term deposits

Other deposits

Other Liabilities

Total Liabilities

Capital / Shareholders' Equity

Paid up capital

Statutory reserve

Retained earnings (general reserve)
Proposed issue of bonus shares

Other reserves

Profit and Loss account surplus

Total Shareholders' Equity

Total Liabilities and Shareholders' Equity

kB

16
17
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2017 2016
Taka Taka
22,817,790,448 21,114,474,598
3,643,109,729 3,612,831,120
19,174,680,719 17,501,643,478
12,903,217,937 9,033,361,643
11,952,460,323 7,802,936,535
950,757,614 1,230,425,108
11,286,667 551,286,667
53,527,204,707 48,865,749,421
35,243,859,418 36,564,053,849
18,283,345,289 12,301,695,572
239,539,597,542 203,011,231,761
227,602,252,737 194,740,058,680
11,937,344,805 8,271,173,081
3,686,856,333 3,788,444,279
35,828,288,870 33,996,968,178
375,246 375,246
368,314,617,750 1,891,793
18,099,362,651 6,305,989,705
5,000,000,000 :
271,708,963,321 247,278,503,683
34,690,402,410 29,016,869,218
9,757,892,778 12,240,637,725
70,060,109,522 62,201,794,370
151,945,304,509 138,518,717,957
5,255,254,102 5,300,484,413
47,345,985,809 41,632,995,086
342,154,311,781 295,217,488 A74
9,508,037,160 8,803,738,120
9,510,249,482 9,300,249,482
4,198,491,167 4,094,175,061
2,943,528,160 2,946,240,656
26,160,305,969 25,144,403,319
368,314,617,750 320,361,891,793
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Financial Statements

Balance Sheet as at 31 December 2017

2017 2016
OFF-BALANCE SHEET ITEMS Note Taka Taka
Contineent Liabliities
Acceptances & Endorsements
Letters of guarantee 21 11,338,890,478 9,039,954,197
Irrevocable letters of credit 67,861,025,606 58,770,791,207
Bllls for coflection 10,202,171,342 4,125,546,631
Other contingent liabilities 1,696,542,422 1,072,217,186
Total Contingent Liabilities 91,098,629,848 73,008,509,221
Other Commitments

Documentary credits and short term trade related transactions
Forward assets purchased and forward deposits placed

Undrawn note issuance and revolving underwriting facilities

Undmm formal standby facilities, credit lines and other commitments

Tl Of e et s i onigen abiis SO 70850977

These financlal statements should be read In conjunction with the annexed notes

ity Y- Q»QQLM

’

Mqd. Abdul Halim Chowdhury Azinrluhnm Md. Abdwl!amkmndal
Managing Director Onhnn

Signed as per annexed report on even date

\"\ o Aq\/%n Qj\\\\ S W

Hoda Vasl Chowdhury & CO. S.F. AHMED & CO.
Chartered Accountants Chartered Accountants
Dated, Dhaka
March 29, 2018
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Financial Statements

Profit & Loss Account for the year ended 31 December 2017

Operating Income

Interest Income

Interest paid on deposits, borrowings, etc.
Net Interest Income

Investment income

Commission, exchange and brokerage
Other operating Income

Total Operating Income

Operating Expenses

Salaries and allowances

Rent, taxes, insurance, electricity, etc.
Legal expenses

Postage, stamp, telecommunication, etc.
Stationery, printing, advertisements, etc.
Managing Director's salary and fees
Directors' fees

Auditors’ fees

Charges on loan losses

Depreclation and repair of bank's assets
Cther expenses

Total Operating Expenses

Profit/{Loss) before Provision
Provislan for Loans, Advances, Investments and Other Assets
Provision for classifled loans and advances
Provision for unclassified loans and advances
Provision for diminution in value of Investments
Provision for bad debt offsetting
Provision for other assets

Provision for exposure of off-balance sheet items
Total Provision

Total Profit/{Loss) before Taxes

Provision for current tax

Provision for deferred tax

Total Provision for Taxes

Net Profit after Taxes
Appropriations
Statutory Reserve
Retained surplus {general reserve) carried forward
Eamings Per Share { EPS) Basle
Diluted

ahE BR

a6 REREBEEEYN

1452
145.2

45

2017 2016
Taka Taka

19,016,969,223 17,602,872,116
(11.135.519.332)l (mAsa.samsgI
7,881,349,891 7,144,239,291
5,383,560,297 4,354,878,450
1,674574422 1,401,477,386
1,235,786,646 1,048,449,896
16,175,271,256 13,948,045,023
4,642,283 416 4,222,308,846
767,714,845 653,826,579
19,440,535 16,117,123
83,158,737 76,348,955
145,296,225 119,165,892
10,500,000 10,500,000
7,005,862 7,779,716
1,987,391 1,320,000

55,388,623 -
545,268,958 559,940,973
1,712,337,842 1,725,263,406
7,950,382,434 7,392,572,530
8,184,888,822 6,556,472,493
3,875,000,000 1,731,583,535
2 840,208,991
4,311,000 646,000
3,873,311,000 2,572,438,526
180,500,000 184,000,000
4,059,811,000 2,756,A38,526
4,125,077,822 3,800,033,967
2,714,690,183 l 2,919,350,551
414 41 454 132
2,666,275,770 2,455,079,419
1,458,802,052 1,334,954,548

210,000,000 -
1,248,802,052 1,334,954,548
15 120
is 140

These financial statements should be read in conjunction with the annexed notes

%% LS b

Md. Abdul Halim Chowdhury Md. Abdur Razzak Mondal Habibur Rahman
Managing Director Director Chalrman
He AN\ Rey €2 Y\ Signed as per annexed report on even date W
Hoda Vasi Chowdhury & CO.

Chartered Accountants S.F. AHMED & CO.

Dated, Dhaka Chartered Accountants

March 28, 2018
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Financial Statements

Cash Flow Statement for 